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Mr. Gore. The committee will come to order. 

The committee has learned with sadness and regret of the illness, 
which we hope is entirely temporary, of the distinguished and able 
chairman of this subcommittee, the Honorable Albert Thomas. 

I think it is the consensus of opinion of this committee that no abler 
committee chairman can be found in the entire Congress, and I can 
supplement that by saying I have seen no abler chairman or gentle- 
man in the Congress in my 13 years. The committee wishes him 
speedy and complete recovery. 

The committee is pleased to have before it Dr. Wetmore, and mem- 
bers of his staff in connection with a proposal as contained in House 
Document No. 204, which will enable the Smithsonian Institution to 
use its 1952 appropriation to move a portion of the national aero- 
nautical collection now stored near Chicago to some other location. 

Dr. Wetmore, the committee will be glad to hear whatever general 
statement you would like to make with respect to this request. 


GENERAL STATEMENT 


Dr. Wetmore. Mr. Chairman and gentlemen, the request as sub- 
mitted here covers authorization only in the appropriation language 
for the fiscal year 1952. 

We need this authority because of an emergency which has arisen 
within the past month. Briefly the situation is this: 

The National Air Museum is an activity in which the late General 
of the Air Force H. H. Arnold was very deeply interested, was much 
concerned about the preservation of those items that relate to the 
history of aviation, particularly in our own country. 

At the close of the war General Arnold had assembled in a building, 
known as T-6, at the Chicago International Airport, Park Ridge, 
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Ill.—a building which had been used during the war for the assembling 
of Douglas bombers—various specimens of aircraft, engines, and com- 
ponents relating to the aviation industry, particularly as developed in 
the United States, with the idea that this material would be an addi- 
tion to the collection already in the Smithsonian Institution, as a 
foundation for the National Air Museum. The National Air Museum 
was established by act of Congress Aug. 12, 1946, largely through the 
interest of General Arnold and the Air Force. 

In 1947 the Air Force turned over to us the custody of this collection: 
stored at the Park Ridge plant. We began immediately to inventory, 
to screen, and to select those specimens that would be of permanent 
importance to aviation history. We now have reduced the collection 
very considerably to those items that are of sufficient importance to 
merit permanent preservation. 

Storage has continued in this building, T—6, until suddenly we have 
been informed, because of the exigencies of the present situation, that 
the Air Foree would find it necessary to make use of this building 
again for aircraft manufacture. 

We were served with formal notice, on July 12, 1951, that we would 
be required to vacate this building as promptly as possible. The 
schedule of progressive evacuation laid out for us is to be completed 
by January 15, 1952. We were occupying in the beginning approxi- 
mately 280,000 square feet of space; and we have reduced that to 
about 150,000 square feet. Our present problem is to find 150,000 
square feet of space that will provide satisfactory storage for this 
highly valuable collection. 

The order to vacate has made it necessary for us to move quickly. 

Mr. Gore. How quickly? 

Dr. Wetmore. By January 15, 1952. We believe we can accom- 
modate a part of these collections on a tract of land that is now 
under the control of the city of Chicago about a mile distant from the 
present site. The remainder we may be able to house at various 
other places. For the occupancy of this area that 1 have mentioned 
under the control of the city of Chicago, we would be required to 
weatherproof several wooden sheds used for temporary storage during 
the war, to set up fences and make other protective arrangements. 

To do that we require the authorization submitted here before you 
today. We have made as careful an estimate as we can as to cost, 
and we will use the funds we have available, which will include savings 
on rent for building T-—6, together with other money that we have 
been using in that operation. From our best present estimates, we 
believe that funds now included in the appropriation for 1952 will be 
sufficient for this work. 

It is barely possible we may have to return sometime next year 
for a small supplemental appropriation, but at this moment I do not 
believe so. I think the authority is all we will require. 

Mr. Gore. You are asking for the appropriation of no new money? 

Dr. Wetmore. That is correct, sir; simply for the authority to use 
money already in the appropriation bill as I have indicated. 

Mr. Gore. Is the plan of the Institution eventually to house these 
relics and specimen in the city of Washington? 

Dr. Wermore. Or adjacent to the city, somewhere in the metro- 
politan area of Washington. 
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Mr. Gore. They would be added to the collections you already 
have in the present exhibition building? 

Dr. Wermore. That building is full now. Under the act authoriz- 
ing the National Air Museum we were instructed to make a survey 
and submit a report on a building and site suitable for the National 
Air Museum. We have completed such a report, which has been 
submitted to the Congress, but because of the present emergency, as 
you know, no construction of this type is being authorized or carried 
forward at this time. 

Mr. Gore. The plan which you submitted to the committee is to 
provide temporary housing for the valuable collections. 

Dr. Wermore. Yes, sir. 

Mr. Gore. Made necessary by reason of the needs of the Air Force? 

Dr. Wermore. Yes, sir. 

Mr. Gore. Thank you very much. Do you have anything further? 

Dr. Wermore. No, sir. We will be glad to furnish any additional 
information you may wish. 

Mr. Anprews. How much do you estimate the repair of these 
buildings in Chicago would cost? 

Dr. Wetmore. About $15,000. 

Mr. Mirman. $15,000 to $16,000. 

Mr. ANpreEws. $15,000 to $16,000? 

Mr. Mirman. Yes. 

Mr. Puixures. Is it a Government-owned building? 

Dr. Wermore. No, sir. 

Mr. AnprEws. How much rent do you pay for it? 

Mr. Mirman. The estimate is six and a quarter cents a square foot 
for ground rental. 

Mr. Anprews. How much will that be? 

Mr. Mirman. It totals about $13,000. 

Mr. Anprews. $13,000 for a year, and $15,000 for repairs. 

Mr. Mirman. Yes. 

Mr. Anprews. And you have that money? 

Dr. Wermore. We have that money in the bill. 

Mr. Anprews. That was money that was being used for the opera- 
tion of the building in Chicago? 

Dr. Wermore. Yes; for our portion of building T-—6 and for the 
sare of the collections housed there. 

Mr. Anprews. This building, T-6, was owned by the Government? 

Dr. Wermore. Yes; by the United States Air Force. 

Mr. ANprews. Have you used the building just for storage purposes 
or has it been open to the public for inspection, like the main building 
down here? 

Dr. Wetmore. No; it has been used for storage purposes only. 
We occupy only a very small part of building T-6, which is a huge 
affair, erected for the assembly-line construction of bombers. Various 
other Federal agencies have space there for storage, and other pur- 
poses. 

Mr. AnprREws. You really have not started the Air Museum, 
have you? 

Dr. Wermore. Yes; we have an excellent collection set up here in 
Washington. 

Mr. Anprews. I mean at Chicago. 





Dr. Wetmore. No. 

Mr. Anprews. That is storage. 

Dr. Wetmore. Yes, sir. 

Mr. Pariurrs. Who owns the buildings that you intend to move 
into? 

Dr. Wetmore. The ones we are planning to move into belong to 
the city of Chicago. 

Mr. Gore. Approximately what are the dimensions? 

Dr. Wetmore. There are five buildings, totaling about 20,000 
square feet. 

Mr. Gore. You plan to rehabilitate and repair all of them? 

Dr. Wermore. Yes. The buildings are relatively small in size. 
In packaging this material for eventual shipment to Washington we 
endeavored to make the packing cases waterproof. We believe they 
are reasonably secure. Our plan is to move the more delicate articles 
into the buildings and to place the larger items outside under temporary 
roofs. 

Mr. Gore. Thank you very much, Doctor. 

Dr. Wermore. Thank you, sir. 


Wepnespay, AuGustT 1, 1951. 
HOUSING AND HOME FINANCE AGENCY 
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A. C. NEWELL, SPECIAL ASSISTANT TO THE COMMISSIONER, DIVI- 
SION OF COMMUNITY FACILITIES AND SPECIAL OPERATIONS 

VERNON E. HUBKA, ATTORNEY 

JOHN M. FRANTZ, AGENCY BUDGET OFFICER 


Mr. Gore. The committee notes with regret the absence of Adminis- 
trator Foley, and Commissioner Seward, but we understand that 
they are busily engaged in flood-relief activities in the Missouri Valley. 

The committee is pleased to have before us, Mr. A. C. Newell, 
special assistant to the Commissioner, and his associates. 

The committee also notes the arrival in ample time for full con- 
sideration of all deliberations, which he has demonstrated during his 
long and successful career here, the Delegate from Alaska, who we 
will also hear. 

Mr. Newell, the committee will be pleased to hear your justification 
of the substantial request of $5 million for additional Alaska housing 
as contained in House Document No. 202, particularly in view of the 
fact that you have not obligated more than about half of the $10 
million which has already been appropriated for this purpose. 


GENERAL STATEMENT 


Mr. Neweti. Mr. Chairman and members of the committee, we 
are appearing today in support of the President’s request for a supple- 
mental appropriation of $5 million for continued operations under the 
Alaska Housing Act, Public Law 52 of the Eighty-first Congress. 
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This program, which has now been in operation for 2 years, provides 
special incentives to assist in solving the very severe housing shortage 
in the Territory. The act authorized funds in the amount of $15 
million—of which $10 million was appropriated by Public Law 343, 
Eighty-first Congress. 

It is hardly necessary to elaborate in any detail on the seriousness 
of need for housing in Alaska. Only 2 years ago the Congress became 
so concerned over the situation that it passed the Alaska Housing 
Act, providing a number of special aids to stimulate new building. 
Although some progress has been made, the situation is very far 
from cured and new housing continues to be a matter of prime im- 
portance both from the standpoint of development of the Territorial 
economy and from the point of view of national security. 

In addition to the loan program for which we are asking additional 
funds, the act authorized for Alaska an increase in the limits of FHA 
mortgage insurance commitments and broadened the lending powers 
of the Federal National Mortgage Association. The financing 
assistance provided through the FHA and FNMA is beginning to 
show concrete results in the rate of apartment construction. Eighteen 
projects with 2,213 units have been started since the act was passed 
in October 1949. 

The act authorizes the Housing and Home Finance Agency to 
purchase obligations of the Alaska Housing Authority—an instru- 
mentality of the Territorial government—in order to stimulate the 
construction of housing in Alaska. This assistance takes the form of 
preconstruction loans to private builders for the purchase of materials 
and equipment, construction loans for single-family homes, and 
direct construction in the smaller towns where private sponsors 
cannot be found. In addition, the authority makes character loans of 
under $500 to individuals in remote areas to improve or construct 
minimum standard housing. 

At the time when the original appropriation was made, the Congress 
considered a request to appropriate the full amount of the revolving 
fund—$15 million. The Congress decided instead to initiate the 
program with a $10 million fund, indicating that consideration would 
be given to appropriation of the remaining $5 million when and if the 
loan program required such action. The point has now been reached 
where the lack of the remaining third of the fund will soon curtail and 
delay urgently needed production. 

As outlined in the justification which has been submitted to you, 
more than $5 million has been committed of the $10 million so far 
appropriated. We have before us for final approval applications in 
an amount nearly equal to the balance in the loan fund. In addition 
the Alaska Housing Authority has completed preliminary screening 
on applications in the neighborhood of a further $6 million. On this 
last group of projects, little more can be done until the necessary loan 
funds are available in the revolving fund. 

The approval of projects will now permit a good many starts and 
some completions this winter, with a substantial number of units 
coming on the market by the summer of next year. Final reviews of 
the $11 million in projects now pending will result in some rejections 
and reductions, and funds which will be recovered to the revolving 
fund this fall after financial settlements on current projects will permit 
the sponsoring of some new projects in the 1952 building season. 
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The Agency is convinced that the program for which these funds 
are requested represents a really urgent need. We shall be glad to 
answer any questions you may have. 


EXPERIENCE WITH LOANS 


Mr. Gore. Give us first your loan experience picture. Take a 
typical loan, and tell us how you make it, how it operates, and how it is 
repaid. 

Mr. Neweut. The Northern Construction Co. at Anchorage, a 
sponsoring construction corporation, is composed of local Anchorage 
citizens. They made application to the Alaska Housing Authority 
for loan funds in order to construct 25 single-family units at Anchorage. 

Application was made—the completion of the contract was made 
on June 26, 1950, and there was quite a period of negotiation prior 
to that time. 

Mr. Gore. How much did they ask for? 

Mr. NEwe tut. $300,400. 

Mr. Gore. How much was the loan? 

Mr. NeweE tu. $300,400. 

Mr. Gore. What did they do with the $300,400? 

Mr. Newe yu. They have built 25 single-family houses, all of which 
are completed, all of which have been sold to citizens of the area, and 
the negotiations for the completion of all of the details incident to the 
FHA insurance and resale of mortgages to FNMA are now in progress. 

The thing you are interested in, I believe, is that the 25 houses 
have been completed, have been built, and are now being lived in. 

Mr. Gore. By people who bought them? 

Mr. Newey. Purchased them; yes. 

Mr. Gore. At what price did they purchase them? 

Mr. NeweE.u. The prices range from $14,000 plus—a little more 
than $14,000 to approximately $17,000. There was a little difference 
in the size of some of the floor plans. 

Mr. Gore. How did that purchase price differ from the cost? 

Mr. Newe.u. You mean the difference between the purchase price 
and the cost? 

Mr. Gore. Yes. 

Mr. Newe tu. | cannot give you that exactly. I can tell you how 
much the loan was on each house. Just exactly how much it cost the 
contractor, I cannot tell you, because he would have contributed the 
difference between the loan and what it cost him. 

Mr. Gore. Yes. 

Mr. Newewu. The loan, the average was between $11.3 thousand 
and $12.8 thousand; $12.8 thousand is the top mortgage of the 
Northern Construction Co. 

Mr. Gorr. What percentage of the cost of construction did you 
estimate the loan to be at the time the loan was made? 

Mr. Newe tv. At that time, I could not tell you. I was not with 
this program then. 

Mr. Gore. Roughly, what is the policy; do you loan 100 percent, 
90 percent, or 85 percent, or what? 

Mr. Newey. We expect the sponsor to have a substantial interest, 
an equitable interest in the project. 

Mr. Gore. Give us some indication. 
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Mr. Newe t. In the 608 projects, the law under which they operate 
requires a minimum of 10 percent interest in the project, and we have 
undertaken, under this law, to get more. 

Mr. Hubka, who was working with the program then as well as 
now, tells me that in the Northern Construction case the loans were 
at a rate of around 85 to 87 percent of estimated cost. 

Mr. Gore. You were going to give us the amount of the loans made 
on these 25 housing units? 

Mr. Newe tu. $300,400, on the 25 units. 

Mr. Gore. I was referring to the loans made to the individual pur- 
chasers. 

Mr. Newey. They were all, you see, at the time these projects 
are conceived, commitments are obtained from the Federal Housing 
Administration for the maximum loans, for the amount of the maxi- 
mum amount which they will insure, and that is the amount of the 
loan that the Administrator will approve on the property. 

Mr. Anprews. This is just about similar to the FHA? 

Mr. Newe wu. It is quite similar. 

Mr. AnpreEws. What is the difference? 

Mr. Newe.i. There is not any difference, except that up in 
Alaska they have a one-third advantage in the maximum amount over 
what they have Stateside. 

Mr. Anprews. They can borrow that much more? 

Mr. Newe uu. They will insure that much; the FHA will insure 
for that much more. 

Mr. AnprEws. How do they operate? 

Mr. Newetu. The Alaska Housing Authority supplies the money, 
which in turn they obtain from the Housing and Home Finance 
Agency. 

“Mr. Gore. W ell, you made your first loan to a sponsoring agency 
of $300,400. 

Mr. Newewi. We made a loan to the Alaska Housing Authority— 
bought their bonds for this amount—and that loan was used by them 
for these housing units. 

Mr. Gorn. The Alaska Housing Authority in turn made the loan? 

Mr. NEWELL. Yes. 

Mr. Gore. To the purchaser of the property? 

Mr. NEWELL. Yes. 

Mr. Gore. What I am trying to get at is, to whom is the individual 
purchaser of the individual housing unit obligated; to whom does he 
owe the money? 

Mr. Newer... He owes the money to the Alaska Housing Authority. 

Mr. Gore. In what amount now? 

Mr. Newe tt. The last amount—less whatever amount they have 
paid in the interim on the 25 units purchased of the Alaska Housing 
Authority; the $300,400 was the total amount they loaned. 

Mr. Huska. May I interject this thought? 

Mr. Gorse. Yes. This is the first time this committee has handled 
this particular problem, and we would like to have an explanation of 
how you operate. 

Mr. Hupka. You see, under the Alaska Housing Act, passed by 
the Congress, the Housing and Home Finance Administrator is 
authorized to buy bonds issued by the Alaska Housing Authority to 
provide it with funds. The Alaska Housing Authority, through such 
85541—51—pt. 32 
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funds, then loans the money to a corporation or corporations which 
are restricted as to their profit on the property constructed on housing 
projects. 

Mr. Gore. We are familiar with the facts which you have thus far 
stated from the act. Explain how the loan is financed, finally reduced 
to the obligation of the individual purchaser. 

Mr. Huspka. Very well. In this particular transaction, the North- 
ern Construction Co.—first, the bonds were issued, and the Northern 
Construction Co. took the $300,400 for the construction of these 25 
homes, insured under section 203 of the National Housing Act. When 
the Northern Construction Co. finishes those homes they submit an 
audited statement to the Alaska Housing Authority as to the actual 
cost of them. The Alaska Housing Authority then approves the sales 
price; they figured them between $14,000 and $17,000. They author- 
ized the sale of those homes from the Northern Construction Co. to 
individual veterans, civilians, or other residents in the Territory of 
Alaska. 

When the houses were sold the individual purchaser paid to the 
Northern Construction Co. the down payment, and then assumed the 
liability of the individual mortgage as related to that particular dwell- 
ing. 

Mr. Gore. That is the Alaska Housing Authority? 

Mr. Hupka. Yes. 

Mr. Gore. Then the Northern Construction Co. was dropped out 
of the deals? 

Mr. Huska. That is right, on all but about eight houses. 

Mr. Gore. What is your record, Mr. Newell, as to amortization? 

Mr. Newe tt. That is, you mean on payments? 

Mr. Gore. By the individual purchasers. 

Mr. Hupka. You understand these are 25-year amortization loans. 

Mr. Gore. How long has this been under way? 

Mr. Newewu. You understand, Mr. Chairman, some of the insur- 
ance commitments have not been completed yet. This is business 
that will come to completion this season. 

Mr. Gore. You mean all of the houses have not yet been sold? 

Mr. Newe i. They have all been sold, but it takes a little time to 
shift the mortgage from the blanket mortgage to the individual 
purchaser, and to get the FHA insurance on the individual tiem. 

Mr. Gore. It should not take an awful amount of time. What is 
your record? 

Mr. Newewu. One of the houses has been paid for in cash. We 
have received a total of $12,166.49 as of June 30, 1951. 

Mr. Gore. Does that include the one that was sold for cash? 

Mr. Newe.u. Yes; it includes that one. 

Mr. Gore. Then you have not received anything except a sub- 
stantial amount in the form of cash payment on one house? 

Mr. Newe ui. You understand that up until the time this deal is 
completed, all of the funds are placed in a special deposit account 
in an Alaska bank. 

Mr. Gore. How much is in the special deposit account? 

Mr. Newe tu. I cannot tell ycu that, but they have the record on it. 
I can get that information for you. 

Mr. Gore. You really have not had enough experience under this 
act to relate to the committee whether it is a success or whether it is 
not a success? 



























i) 


Mr. Huspxka. Mr. Gore, if I may, I would be glad to answer the 
question, because it happens that I have been in the Alaska program 
since October 1949, and I probably have somewhat greater familiarity 
with some phases of it than Mr. Newell has. 

Mr. Gore. The committee will be glad to hear you or any other 
member of the Agency. The Agency has come here requesting an 
additional $5 million, and only a little more than half of the original 
$10 million amount appropriated has not been obligated thus far, so 
we are naturally in the position of some skepticism as to the need of 
this additional money, particularly unless you have had sufficient 
experience to demonstrate the propriety of this program. 

Mr. Husxa. I believe that I can respond to the original question 
that you asked Mr. Newell. All of the mortgages are current; that 
is to say, all of the loans made by the Alaska Housing Authority to 
various corporate borrowers are current, with one exception, where the 
mortages are in technical default. 

All of the bond issues that we have purchased of the Alaska Housing 
Authority are current, both as to principal and interest. 

Mr. Gore. That is a good record so far. 

Mr. Husa. Yes. 

Mr. Gorr. How many individual houses have been sold—indi- 
vidual housing units or family units—have been sold to individual 
purchasers under this program? 

Mr. Husa. I can give you those figures. The Home Builders, Inc., 
which was a small subdivision, which was financing six homes, were 
erected, and they have been sold. 

The Northern Construction Co., 25 homes were erected and have 
been sold. 

The Garden Apartment, which is a duplex—there were four du- 
plexes, or a total of eight units—have been constructed and are now 
being occupied. 

The Anchorage Housing, Inc., consisting of 7 duplexes, or a total 
of 14, have been erected and are now being occupied. 

Mr. Gore. When you say ‘‘now being occupied,” what do you 
mean? 

Mr. Husxa. They have been completed, and they are occupied. 

Mr. Gore. Are they sold? 

Mr. Hupxa. No; these ,duplex apartments are for rent. The 
sponsoring corporation, in the case I mentioned, does not intend to 
sell these duplex apartments; they intend to rent them. 

Mr. Gorn. And the sponsoring corporation, in that case, would 
owe the Alaska Housing Authority? 

Mr. Husxa. The amount of the original loan, and the rental, of 
course, is controlled by the AHA; it cannot exceed a reasonable 
amount established under the regulating authority. 

Mr. Gore. Have you given us the sum total as to the number of 
units sold? How many have been constructed under the entire 
program which have not been sold? 

Mr. Hurka. I do not know of a single-family dwelling available 
for sale that has been completed and is not already sold. They are all 
sold. 

Mr. Anprews. You have not given us all of them? 

Mr. Hurxa. We have at Palmer, Alaska, a direct construction job 
by the Alaska Housing Authority. As you remember, AHA is 
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authorized, where there is no private capital interested in borrowing 
the funds and constructing the project, then the authority itself is 
authorized to construct homes. 

In Anchorage, in April of this year, we had finished four or five, and 
as soon as they are finished, they are sold immediately. As a matter 
of fact, before they finish the houses, the family will move into the 
basement; they will move right in; they do not wait for even the first 
or second floor to be completed. 

Mr. Corron. Have you given us the total number? 

Mr. Husxa. That is only the single-family home buildings. I have 
not started on the others. 

Under, the 608 projects we have two 14-story structures at Anchor- 
age, Alaska. 

Mr. Gore. Two 14-story structures? 

Mr. Hupka. Yes. 

Mr. Gore. Very well; give us your experience on the multiple-unit 
projects. 


LOAN EXPERIENCE WITH MULTIPLE-UNIT PROJECTS 


Mr. Hupka. On these two multiple-unit projects, the only two we 
have financed so far with the use of Alaska Housing funds—we have 
committed funds which were each in the amount of approximately 
$1.5 million, at Anchorage, Alaska. They started construction, one 
in June or July and one probably in August of 1950. 

One of those structures has reached the twelfth story, and the 
other has reached the fourteenth story of construction. 

One, the Coffey House, is 12 stories. I think they have maintained 
their proper construction schedule in connection with these loans. 
I might add that one of the difficulties in Alaska and one of the reasons 
there has been no housing in Alaska until the Alaska Housing Au- 
thority went up there, has been the difficulty the contractors have had 
in financing the material from the States, and even of getting materials 
from the States shipped up there. 

Mr. Anprews. This was under section 608? 

Mr. Huska. This is 608; ves. 

Mr. Gore. I was asking about the Alaska Housing Authority. 

Mr. Hupxka. Yes; I was going to explain that. It is difficult to 
purchase and finance materials and have them lay up there in the 
winter at Alaska. In other words, 608—you do not get financing of 
that sort. It is only 90 percent, when the stuff is stored on the site, 
and they do not finance it until it is finally stored on the site. 

In dealing with problems of that sort, I would say in practically 
every 608, where the financing of the project is made under the 
Alaska Housing Authority, the Housing Authority takes a pledge on 
the bill of lading. In other words, when the materials were shipped 
out of Seattle, we finance the cost of them, subject to a pledge on 
the bill of lading, with marine cargo insurance policy. And when 
the materials arrive in Alaska, they give a chattel mortgage as con- 
tinued security. I do not believe these two projects would have been 
erected except for this tvpe of preconstruction financing. 

Mr. Gore. No other Territory or State has such a program? 

Mr. Husxa. Not to my knowledge; not under Federal legislation. 
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Mr. Gore. How do you justify, Mr. Newell, the requests for $5 
million additional appropriation when you have not used but a little 
more than half of the $10 million already appropriated? 

Mr. Newe tu. In the first place, the building season in Alaska is 
very short, particularly at Fairbanks, and is also very short at An- 
chorage, but not quite as short as it is at Fairbanks. That is one of 
the so-called hot spots in the Territory. 

It is impossible to maintain the type of construction schedule which 
you have stateside, because of- the short building season and the 
terrific shortage of skilled labor. Consequently, a job that you would 
ordinarily say takes 7 months stateside to complete, vou have got to 
figure on a year and 7 months, which runs through two seasons. This 
period is the most you cah expect, because when it gets down to 50 or 
60 below, they are shut in. 

This program did not get started until 1950, and at the present time 
we have 648 units in the process of construction. IJ think that if you 
will look at the rate of construction in each case and look at the record 
of repayments—we have not had enough time in the experience on 
repayment of mortgages so that we can quote experience, but we can 
give the experience of the production of these houses and these units 
to sav the program had been proceeding satisfactorily. 

Then, from the funds provided through Public Law 52, 648 units 
have been started, the commitments have all started. There are still 
a number of them in process. The two big 608’s in Anchorage are 
nearing completion. A considerable amount of the money still has 
not been paid them, and it will not be paid until final completions 
are made. 

We have arrived at the point where, of the $10 million authorized 
and appropriated, practically $6 million has been committed. 

In addition to that, the Alaska Housing Authority has accepted 
projects from sponsors, possible sponsors, applicants, to the extent 
of almost $11 million. When all of the details have been worked out, 
then these funds will be committed, if the funds are available for 
commitment, but if they are not available, this additional $5 million, 
then the amount above that will have to be dropped by the Alaska 
Housing Authority. We can only go so far and then stop. 

Mr. Gore. According to that testimony, you would be asking for 
more money, except for the limitation in the authorization? 

Mr. Newey. No; that is not quite the situation, because this 
fund does operate as a revolving fund, and as soon as these FHA 
mortgages are finally insured, and all of the legal technicalities are 
straightened out, they can be sold to FNMA, and that money comes 
back and can be reloaned. 

Mr. Gore. In other words, you are asking at this time for a dona- 
tion of an additional $5 million of the Federal Government to the 
revolving fund of the Alaska Housing Authority, which will make a 
total of $15 million contributed, the return of which is never antici- 
pated? 

Mr. Newe ut. No, sir. 

Mr. Gore. How does the Federal Government ever obtain the 
return of the revolving fund? 


Mr. Newevt. Mr. Hubka. 
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Mr. Hupka. Mr. Gore, in order to obtain the return of the moneys 
which we have loaned to the Alaska Housing Authority, we obtain 
from the Alaska Housing Authority their general obligation bond, 
which involves the full faith of the Alaska Housing Authority, and 
we also obtain in support of that bond the pledge of all of the col- 
lateral which they get relating to the loan they have made. 

Now, Northern Construction is a typical example. We had a 
general obligation bond of the Alaska Housing Authority supported 
by 25 FHA-insured mortgages in the amount of $300,400. 

Actually this program, contrary to many loan programs, has suffered 
no loss to date, and there is no evidence to believe that we will suffer 
a loss. I would say in my loan experience that we are heavily col- 
lateralized. 

Now, the way this thing operates, we loan money to the Authority 
at two and a half percent. They loan it to private industry at four 
or four and a half percent, and private industry wants to get the 
money at that rate, because no one else will loan any money in Alaska 
except at the rate of 8 percent. Actually, from the standpoint of the 
Federal Government, I think it is a self-liquidating program. The 
money costs the Treasury 1% percent, and we loan at two and a half 
percent, and we can probably make the extent of the appropriation. 

Mr. Gore. The Legislature of the Territory of Alaska might very 
well consider a lower legal interest rate. Eight percent is an un- 
justifiable interest rate, north or south. 

Mr. Huska. That is the custom, Mr. Gore. They can loan up to 
a maximum of 8 percent, but as a practical matter the banks in Alaska 
loan at 8 percent. I know that. 

Mr. Gore. And as a consequence, because of the legislature not 
forcing a lowering of the interest ratse in Alaska, the Federal Govern- 
ment has to put up the money to make loans. That seems to be not 
only poor banking but poor statesmanship for the Territory of Alaska. 

Mr. Huska. I do not believe I could—— 

Mr. Gore. I will not ask you to comment on that. 

The reporter will include in the record page 4 of the justifications 
and statement A. 

(The matter referred to is as follows:) 
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Housing under present and prospective loan commitments as of June 30, 














and $2,494,800, respectively. 


1951 
il | = ! ' 
| “ee ee } ywelli a | 
For | Number | Dwelling units | Net loan 
Location or other identification | Porgeeceeccmmmoerenl 0 aman ena ——————|_ commit- 
| Rent ale | Projects | Number | Type mene 
Fe Me ee ee EO ROE A Sa RH ces =e ne 3 i ae! eee ee 
| 
Approved program as of June 30, | | 
1951: | } | 
Anchorage : | 2:1 273 | Apartment $3, 117, 500 
Do XxX | 4 72 | Duplex 779, 030 
Do . ee 3 48 | Single-family 565, 847 
Douglas : 1 10 do 1 136, 000 
Ketchikan a | 1 5 do 50, 690 
Palmer - - , 1 25 do 1 364, 639 
Subtotal 12 433 5, 013, 616 
Scattered, remote dwellings: | 
1950 program | 165 | Self-help 58, 547 
1951 program 432 do 191, S78 
AHA overhead expense_______- } 30, 000 
| 
Total. -- : ‘ ‘ | | 1, 030 5, 294, 041 
Projects given preliminary AHA | 
approval and under review: | | 
Anchorage | : 7 410 | Single-family 5, 460, 400 
Do x 1 48 | Apartment 50, 000 
University of Alaska tae 1 12 | Single-family 225, OOO 
0 x | 1 12 | Apartment 1171, 162 
Fairbanks x 1 150 | Single-family 2, 300, 000 
Do : x | 1 2190 | Apartment 2 350, 000 
Juneau ie * 2 70 | Single-family 900, 000 
Whittier XxX l 108 | Apartment 1, 283, 000 
Ketchikan xX 1 10 | Single-family 120, 000 
Cordova ; , ‘ xX 1 6 | do 1 90, 000 
Dillingham. _- } xX 1 6 do 78, 000 
Total. .... : es 18 1, 042 11, 027, 562 
! Direct construction under contract by Alaska Housing Authority in small towns. 
2 Second mortgages only on apartments already under construction with FHA commitments of $ 700 


STATEMENT A.— Statement of | source and application of funds 


In budget, 


1952 
FUNDS APPLIED 
To acquisition of assets: Loans receivable ‘ $10, 987, 900 
To expenses: Administrative expenses - -- ‘ 102, 000 
To increase in working capital: | 
Cas in Treasury checking account ie ; 
Other working capital items uae i 30, 421 
Total funds applied____- aac t .-} 11,190,321 
FUNDS PROVIDED 
By realization of assets: Loans repaid __- ; 7, 552, 560 
By income: Interest. he DICE osee | 155, 421 
By appropriations from Treasury: 
For loan revolving fund oe Waa ses one 
Office of the Administrator appropri: ation available for | 
administrative expenses. eee “= eS 102, 000 
102, 000 
By decrease in working capital: Cash in— 
Treasury checking account ...._.......----------- eee 3, 310, 340 | 
ORT RIE TINO is oii eccta ck onc ri ek cnecealasennans Al, 120, 321 | 


Revised esti- 
mate, 1952 


$10, S08, 539 
102, 000 


95, 968 


11, 006, 507 


1, 339, 692 | 


199, 407 


5, 000, 000 


102, 000 | 





5, 102, 000 
4, 365, 408 


et 006, 507 


Difference 


—$179, 361 


—113, 814 


2, 868 
3, 968 


+5, 000, 000 


+5, 000, 000 
+1, 055, 068 


—113, 814 





EFFECT ON BUDGETARY EXPENDITURES 





Checking account expenditures: Increase (—) or decrease of 

cash in Treasury checking account__._._.....-.--- etn ae $3, 310, 340 
General and special account expenditures -__._____._- pial cua =e icine 
Adjusted to checks issued basis... ...........--.-------------- per hee ls Seas 


Net effect on budgetary expenditures. __._..-.......-..- 3, 310, 340 


$4, 365, 408 


4, 365, 408 


+$1, 055, 068 


| +1, 055, 068 
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Mr. Anprews. Off the record. 
( 


Discussion off the record.) 
ALASKA TAX POLICY 


Mr. Puruuips. How does the Territory of Alaska get its money to 
operate on, by taxes? How much of it is by taxation and how much 
of it is by subvention from the Federal Government? 

Mr. Bartuerr. All of it is by taxation. 

Mr. Puiuures. Is it an ad valorem tax on land? 

Mr. Barrierr. We have a new income tax, and may or may not 
have a property tax, depending upon what is decided in the courts, 
and then we have a gross tax upon the production of salmon, plus 
other taxes. 

Mr. Patties. You think that there may be an ad valorem tax on 
property, and you say that is in the courts? 

Mr. Barrier. Yes. 

Mr. Puiuuips. If the court sustains it, what would be the tax rate? 

Mr. Bartrierr. One percent. 

Mr. Puitures. What is the present balance in the treasury of the 
Territory of Alaska; would you say? 

Mr. Bartrierr. Oh, I could not answer that. It varies from time 
to time and right now is probably a few hundred thousand dollars 
As you know, Congress in adopting the Organic Act for Alaska told 
the Territorial government that it had to operate within its income. 

In other words, we cannot go into debt. We have to pay as we go. 





PER CAPITA WEALTH 
| 


Mr. Puttures. Would you have any idea what the per capita 
wealth of Alaska is? 

Mr. Barrierr. No. 

Mr. Puriiies. Would you have any idea what the per capita debt 
of Alaska is? 

Mr. Bartietr. The debt is zero. 

Mr. Patuurps. There is no debt? 

Mr. Barrierr. There is no public debt. 

I can tell you the per capita income. It is tremendously high, 
although the figure does not mean much, because the cost of living is 
also high. I think it is estimated at around $1,800 per annum. 


EXPENSES OF ALASKA LEGISLATURE 


Mr. Purutips. Does the Territory pay all of its own expenses, or 
does the Federal Government pay the expenses of the legislature? 

Mr. Barrierr. The Federal Government pays part of the expense; 
yes. I think it pays the mileage and the salaries, but it used to pay 
all of the expenses of the legislature such as the printing of the session 
laws, and so forth, but now it pays only the mileage and salaries of the 
legislators. 

Mr. Putuurps. I have a reason for asking this. I have been having 
a discussion with the Governor of my State on the ground that the 
Federal Government is some $255.2 billion in debt already, and the 
State of California has a balance in its Treasury, and so has the 
Territory of Alaska. 
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The tax rate in Alaska that you have just mentioned, of 1 percent, 
is much lower than, I think, it is in any of the States of the United 
States for an ad valorem tax on property. I do not know what your 
taxes are on other tax sources, and it arouses my curiosity as to why 
the Territory of Alaska has to come to the Federal Government, 
which has no money, to borrow the small sum of $10,000,000 to build 
houses for its own people to live in. 

It seems to me that the first obligation of any government, like 
that of a State, is to assure the safety of its people, which would be 
civilian defense, or whatever you choose to call it, protection, and 
certainly the second obligation ought to be the housing of its people. 
Why do you come to the Federal Government, why does the State 
of California or the Territory of Alaska come to the Federal Govern- 
ment to ask for money to house its people? 

Mr. Barrierr. Let me clarify one statement which was made 
before. 

If the. Territorial tax were to prevail, it would be with reference to 
property outside of incorporated municipalities, which under the 
revised organic act can tax up to 3 percent, but I do not believe any 
of them do. 

INTEREST RATES IN ALASKA 


Mr. Puinuips. But that is only one of the sources of possible money. 
The other source would be private builders, and the testimony by 
Mr. Newell—at least, I understood it so, and he can correct me— 
one reason for coming to the Federal Government is because the 
interest rate on private money in Alaska is too high. 

Mr. Barrierr. Yes; it is true that the interest rate is 8 percent. 
Back in 1933 it was 12 percent, and it has been reduced by two suc- 
cessive acts of the legislature, but if the bank rate in Alaska were 1 
percent it would not ‘help i in this particular program one bit because 
the volume of money necessary is not available within those banks to 
go forward on a program |} ike this. 

If someone is going to put up a business building, for example, in 
any of the communities and he has to get credit, and if the bank 
wants to go along with him, that is, the local bank, that bank cannot 
locally give him the sum he requires. It has to go to Seattle, to a 
bank with which it corresponds, and that bank will probably have to 
reach to New York before the loan is made. The Alaska banks just 
do not have that kind of money. 

Mr. Putiures. All right, but that is not an unusual procedure at all. 
If money is wanted in any State in the Union, it probably ends up 
either in one of the large city banks, or one of the insurance companies. 

Is there not any outside money in Alaska at all? 

Mr. Barrett. Yes; but not in the banks in sufficient volume to 
go into a program like this. 


NEED FOR ALASKA HOUSING ACT 


Let me say that this Alaska Housing Act became law back in 1949 
responsive, in part, to the suggestion made in the special message of 
the President which was sent up here on Alaska in May of 1948, in 
which he outlined a program of development for the Territory in 
keeping with the newly recognized importance of the area to the 
Nation. 

85541—51—pt. 3 3 





If the Territorial government had wanted to take this over, which 
personally I think would have been a good deal, because they would 
have made some money on it, they could not have done so either 
because you cannot tax the people $5,000,000 extra or $10,000,000 
extra within 1 or 2 years to raise the money. That would be impos- 
sible. And the Congress has not given the Territorial government 
authority to go in debt. 

Mr. Puituies. What is your total budget for the Territory of 
Alaska? 

Mr. Bartierr. Oh, it runs now, and I will stand correction on 
this, but we will say about $12,000,000 a year. 

Mr. Puruurps. Yes? 

Mr. Bartietr. But the Territorial government cannot undertake 
this kind of a program because it is not authorized to issue bonds. It 
is on a pay-as-you-go basis. I say that without any personal com- 
ment as to whether I believe that is good or bad, but that is the fact 
of the matter. We cannot sell bonds for $10,000,000 to allow the 
housing authority to operate, nor could we issue bonds in the amount 
of $1. 

Mr. Puitiures. And your contention is that there would be no 
private capital possible with which to build houses there? 

Mr. Barrierr. Let me say, in that connection, if I may, that to 
my way of thinking this has been an outstandingly successful program. 
It is true that we tape not had the experience of repayment yet, but 
if we can assume that a new development over here somewhere in 
Maryland that is just coming into being under conventional mortgage 
procedure, if we assume that is going to pay out, I think that we 
can assume that the Alaska projects will pay out in the same way. 

Mr. Gore. Do you think this experience will be comparable in 
success with the FHA? 

Mr. Bartuerr. I have no doubt about it at all. I think there is 
no reason to doubt it. 

Mr. Frantz. If you will permit me, I wanted to say in connection 
with that that the program under the Alaska Housing Act is not 
limited to the loan program under the revolving fund. 

The first contemplation is the assistance of private capital through 
FHA insurance, and through the Federal National Mortgage Associa- 
tion, on terms which are exactly comparable to those of the States, 
except for an increase in the maximum amount to recognize the higher 
costs in the Territory. Then the program under the revolving fund 
goes beyond that, to provide additional assistance where housing 
cannot be produced through relying solely on those devices or private 
capital. 

Mr. Puiturps. Are you testifying, then, that you are selling the 
Federal Government only the loans that nobody else would take? 

Mr. Frantz. No, Mr. Phillips. 

I think the situation is rather that the Alaska Housing Authority, 
using the funds provided in the revolving fund, assists in the making 
of loans which are considered to be sound loans, but under conditions 
where they would not be made there by private capital—as for 
example, where there is necessity for the type of preconstruction 
financing which Mr. Hubka described. 
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Mr. Puiturps. Do you mean by that these $500 or less loans? 

Mr. Franz. No, sir; I am speaking of the loans made to finance 
the purchase of materials prior to their arrival on the site, which are 
not eligible for insurance under the FHA plan. 

Mr. Husxka. The loans we have supporting our bond issues as 
collateral security are as good as any loans in the United States in the 
sense that they are straight FHA insured loans. We do not lose any 
money in excess of the FHA insurance. 

Mr. Puriuurrs. Of course, I think loans in the United States for 
housing ought to be handled by the States or counties or cities rather 
than by the Federal Government which, I repeat, is broke. 


CHARACTER LOANS 


Now, coming back to these character loans of less than $500 to 
individuals, what does the individual want that is going to cost so 
little as $500, and I quote, “for centralized procurement of materials 
and for technical aid in a self-help program for erection of minimum 
standard housing in remote areas.”’ That sounds like a good ageney 
sentence. 

Mr. Newe i. That is a very interesting program, Mr. Phillips. 

Mr. Puiuuipes. But for less than $500, what are you going to buy 
for less than $500 to build a house without which the prospective 
self-helper is not able to build it? 

Mr. Newe.u. That is for the Eskimos primarily. The principal 
application of that fund is in the Hooper Bay area on Bering Sea. 

Up to the time that this fund was available the Eskimos lived in 
snow houses in the wintertime, sort of dug-outs, and when the spring 
thaw comes, of course, the ground thaws, and then they lived in the 
mud. They walked around in these houses up to their ankles in the 
mud and it was discovered by the health authorities up there that 
tuberculosis was taking a tremendous toll of the Eskimo people up 
in the Arctic regions. 

This program was designed to provide floors and roofs primarily 
for their houses. All it is is for the purchase of materials. They do 
the work themselves and so for a maximum of $500 capital the 
Eskimo will have a roof to his house and side walls and a floor that 
will keep him out of the mud during the spring. 

Mr. Puiuuipes. Do you still call it a loan? 

Mr. Newe .v. Peculiarly enough, Congressman, except in those 
areas where the Eskimo has had too much contact with his white 
brothers he has not learned how to repudiate an obligation. 

Mr. Putuures. I was just going to suggest that I hope you would 
not let the Eskimo know how his white brothers sometimes act under 
similar conditions in the United States. 

Mr. Newey. There was a little difficulty about that wife business, 
too, because our Legal Department insisted upon the Eskimo and his 
wife signing. That established a precedent that did not take a very 
good hold with the Eskimos, because prior to that the average wife 
did not have anything to say in the economy of the family, and when 
she had to sign in order to get a good floor in the house she began to, 
assume importance in the family circle. 

(Discussion off the record.) 





18 


COMMITMENTS MADE TO DATE 


Mr. Putiurps. Now, let me talk about climate a little bit. I have 
always thought that summer was a nice time in Alaska, and that it 
was pretty cold in the winter. If we gave you this money now it 
would get through in the last deficiency bill which will probably get to 
the President, at the presentrate, about the first of October. Are you 
going to build any houses this coming winter? What is the rush for 
putting this in an emergency program? 

Mr. Barrierr. I would say that is just right because in the winter 
months the AHA could work with those who are going to put up the 
houses, and they could start building in the spring without any delay 
then. 

Mr. Puiuurps. You testified that you already have 648 units, which 
obligated $7,776,000, which is 77 percent of the money you have al- 
ready had given you. Now, in addition you have committed $11,- 
000,000 worth more. You testified to that. 

Mr. Newe.u. We have not, sir. The Alaska Housing Authority 
has given preliminary approval to approximately $11,000,000 more. 

Mr. Puiuuips. You expect to get the money from the Federal 
Government. 

Mr. Neweuu. We expect that they did. 

Mr. Puituirs. That is $18,000,000 that the Alaska Housing 
Authority has committed on the basis of a $15,000,000 authorization, 
and a $10,000,000 appropriation, which is one of the conditions in the 
housing authority that troubled this committee in its regular bill, 
in which we are trying to tie the housing authority, as you know by 
now, down to not committing more units than they have been author- 
ized to finance. 

Mr. Frantz. I just want to clarify that point—the amounts in 
excess of $10,000,000 are preliminary approvals by the Alaska Housing 
Authority as to the eligibility of the project, as to the estimated cost, 
as to its eligibility for FHA insurance. They are not commitments 
to make funds available to the borrower. 

Mr. Paiiurps. That sounds all right when you testify before the 
Appropriations Committee, but what actually happens is that the 
people think that they are commitments, and then they put pressure 
on Mr. Bartlett and write to Washington to get the money because 
it is promised to them by the housing authority, and, therefore, it is 
up to him to get the money. 

Mr. Newetu. Could I make a correction in your figures, sir? 
Six hundred and forty-eight units have been committed, but for a 
sum a little less than $6,000,000. I think you had it nearly 
$8,000,000. 

Mr. Puriurpes. Well, I multiplied it by $12,000. 

Mr. Newexu. But that was on single-family dwellings. You used 
the wrong figures, | believe. 

Mr. Puruuips. How much is your figure? 

Mr. Newe.t. A little less than $6 million. 

Mr. Puriurps. You are still $2 million over any authorization you 
have, and $7 million over any money you have. I will not say ‘“‘you”’, 
but the Alaska Housing Authority is. 

Mr. Husxa. Mr. Phillips, I was present when the resolutions were 
adopted by the Authority. They were aware of the absence of funds, 
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and the resolutions were all adopted contingent upon the availability 
of funds. 

Mr. Puiturps. And then there was some discussion about getting 
together with Mr. Bartlett, to ask him to get the money? 

Mr. Hupxa. Not in my presence. If the money is not available 
those housing projects would simply be canceled. 


RENTAL CHARGES FOR HOUSING 


Mr. Puitires. When you rent these houses do you rent them for 
the same rate prevailing in the area? 

Mr. NeweE tt. It is supposed to be on the market, sir, and it is fixed 
under the regulation. That rent is controlled by the Alaska Housing 
Authority. 

Mr. Puutuies. Is it comparable to the rentals in the area? 

Mr. Neweuu. Up to date the experience has been comparable. 
That is a pretty high rent. 

Mr. Puitires. What is? 

Mr. Neweuu. The rents that do prevail on private dwellings. I 
hope you gentlemen understand that this housing winds up in private 
ownership. 

Mr. Puiuuies. Yes, 

Mr. Newe tt. It is not Government ownership. It is privately 
owned. 

Mr. Puiturps. You come to Congress to get the money, and 
Congress gives it to HHFA and HHFA gives it to the Alaska Housing 
Authority; the Alaska Housing Authority gives it to the Northern 
Construction Co., and the Northern Construction Co. gives it to 
individuals. Every time it turns over I presume a certain number ef 
people have to be hired to see that it turns over properly in the right 
direction, and then we start backward. Then the Northern Con- 
struction Co. sells it to individuals, That wipes out the Northern 
Construction Co. The individuals begin to pay it back to the Alaska 
Housing Authority, who then put the money in a revolving fund and 
put it out again to another construction company and to another 
individual. 

NATURE OF REVOLVING FUND 


Where in that is the answer given to Mr. Gore that eventually the 
United States gets the money back? 

Mr. Hurka. It always gets it back. 

Mr. Putiups. How do you get it back if you use it to build more 
houses? You mean that some day when Alaska Housing stops build- 
ing houses that the Government gets its money back? 

Mr. Hupka. We either get $15 million back in cash, or we possess at 
any one time a bond issue of Alaska Housing to that amount, supported 
by collateral, insured by the FHA to that amount. We currently get 
back our interest. 

Mr. Puiturps. Have you not noticed that every time we have one 
of these funds in these agencies it requires a certain number of people 
to operate them? 

Mr. Hupka. Yes. 

Mr. Putuuips. By the time you are through there is a little question 
as to whether the Government has actually made any money on this 
low interest? 
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Mr. Hupka. On $15 million it is pretty hard to make money for the 
Government. If you break even you are pretty lucky. 

Mr. Puiuurrs. You are a good witness. 

I had one other question. I do not think your figures could be 
right, Mr. Newell, about the amount of money you have on June 30. 
I do not think you ‘cleared that up with Mr. Gore; or at least not to my 
satisfaction. 

It is $12,166.49 to include the sale of a house. What you get back, 
of course, is the loan, which is not the price of the house. Even if it 
is $10,000 or $12 2.000, you have only taken in $150. 


AVAILABLE FUNDS 


Mr. Newe tu. The disbursements have not been made yet. The 
bond issue is current. 

Mr. Puiturps. You think somewhere in a bank is some money you 
have not vet received? 

Mr. NeweE.v. We know that. 

Mr. Puiiures. How much? 

Mr. NewE.t. | cannot give you our figures now. I would have to 
get them from the Accounting Department. 

Mr. Puiuurps. Put them in the record if you have them by that 
time. 

(The information is as follows:) 

The amount of $12,166.19 referred to by Mr. Newell represents principal 
repayments through June 30, by the Alaska Housing Authority to the Public 
Law 52 revolving fund with respect to the Northern Construction Co. The previ- 
ous question appears to be directed to the amount of repayments by the individual 
mortgagors to the Alaska Housing Authority. The accounts reflecting such 
repayments are maintained by the Alaska Housing Authority at Anchorage sub- 
ject to audit by the Administrator, and the exact figures involved could not be 
secured in time for insertion in the record. k 

Mr. Newetu. The bond issue will be reduced by that amount 
The total we have received back is $48,848.42. 

Mr. Puriuipes. Where do you suddenly find that figure? 

Mr. Neweu. That is the total. We were discussing simply 
Northern Construction before. 

Mr. Puitures. That is all, Mr. Gore. I think that probably you 
have a well handled act up there. I will say that for Mr. Bartlett’s 
benefit. However, I just wonder why this wealthy Alaska that we 
hear so much about could not build its own housing. 


FINANCING PROBLEM IN ALASKA 


Mr. Newewu. May I say this, sir, for your benefit: There is no 
long-term private financing money available in the Territory. 

Mr. Puturpes. Did you say in the Territory or in a territory? 

Mr. Newe t. In the Territory of Alaska. There is one exception. 
At Juneau, Alaska, there is a Federal Savings and Loan Association. 
It is restricted, however, not to loan further than a 50-mile radius of 
its home office. It does handle right at Juneau a considerable part 
of the long-term financing requirements of that little community, but 
it cannot go to Ane ‘horage or Fairbanks or any other areas. The 
commercial banks are short-time paper banks. That just makes it 
impossible for a private citizen, unless he has cash on the barrel head, 
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to finance a house. That was the purpose of this appropriation, as 
I understand it, originally. It was to provide a means so that the 
private citizen of a territory could buy a home on an amortizing pay- 
ment plan similar to that obtainable in the States and at a rate com- 
parable to stateside. 

Mr. Gore. You and your staff have done a nice job explaining this 
program to the committee. 


MARKETABILITY OF ALASKA HOUSES 


Mr. Corton. Just to complete that examination on the Northern 
Construction Co., you said that when the Northern Construction 
Co. went out of the picture, when it was sold to private people and 
they became indebted to the Alaska Housing Authority that that 
was true in all but eight houses. 

Mr. Newe .t. Yes, sir. 

Mr. Corton. What happened to those eight houses? 

Mr. Hurxa. They are being sold on contract. 

Mr. Corron. They are not sold yet? 

Mr. Husxa. There is an agreement to sell them, and the full pur- 
chase price has not been paid, so the Northern Construction is still 
obligated on those eight mortgages. 

Mr. Corron. But the purchasers have been found and have 
entered into an agreement? 

Mr. Husxka. That is right. We have approved the sale. 

Mr. Puiuures. Are you having difficulty selling houses? 

Mr. Hursxa. No. As I say, the people get into them when the 
basement is just erected. 

Mr. Corron. Although according to page 2 you have started con- 
struction on 110 single-family homes, you have actually sold only 23 
and contracted to sell 8 more; is that right? 

Mr. Husxa. Let me be sure those figures are correct. Those are 
the figures I gave. There is a subdivision of Ryan development, 
another 17 homes which are not being occupied. They were occupied 
when I was in Anchorage in April of this year. I do not believe they 
intend to sell them. I think they intend to keep them for rent. 

Mr. Corron. These $14,000 to $17,000 homes that have been 
built and sold, are the purchasers of those homes residents of Alaska? 

Mr. Hupka. Yes, sir. 





AVAILABILITY OF HOUSING TO VETERANS 


Mr. Corron. Do you know how many of them are Federal em- 
ployees? 

Mr. Hupka. I do not know the identity of each occupant, but I 
think most are veterans or servicemen. Under the Housing and 
Rent Act of 1947, as amended, the house has to be first offered for sale 
to the veteran or serviceman. 

Mr. Putuurrs. Does he get a concession in his down payment? 

Mr. Huska. No. 

Mr. Corron. But a veteran or a serviceman has some vocation in 
life. Do you know what portion of these purchasers are employed 
by the Federal Government? 

Mr. Huska. I do not, sir. 
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Mr. Corron. And you do not know that about those who rent? 

Mr. Huspxka. No; I do not. 

Mr. Corron. Those who rent these duplex houses? 

Mr. Husxka. No, sir. 

Mr. Corron. Have you a total figure of people actually renting 
and living in houses which have been constructed through your 
agency, or the approximate figure? 

Mr. Huska. It is roughly 81, sir. 

Mr. Corvon. What I am trying to find out is what type of folks 
in Alaska are being assisted by these $14,000 to $17,000 houses, and 
whether they are people who are up there on the Government payroll 
or whether they are bona fide residents of Alaska. I am wondering 
as to the type of people in Alaska you are assisting. What is the 
answer to that? 


PEOPLE OWNING HOMES 


Mr. Newe tt. [ cannot give you an entirely accurate answer, Con- 
gressman, but this has been my observation. I looked over the list 
of purchasers for the Northern Construction Co. houses, and it was 
my observation at the time that they were pretty much of a cross- 
section of the little-business man and servicing man and who 
inhabits Anchorage. It would be the laundryman, the dry-cleaning 
man, the chap who ran a garage, the fellow who ran a beer parlor, 
and that sort of thing. 


SCALE OF RENTS 


Mr. Corron. Roughly, what is the scale of rents on the units you 
are renting? 

Mr. Newe.t. I will give you an average figure, sir. The so-called 
-4},-room single-family dwelling—that is minimum housing, because it 
does not contain the square footage that would be usually found in 
that size of house Stateside, but a little less—will run at Anchorage 
from $145 to $155 per month. That is Anchorage. In Juneau and 
points south it, is $15 to $20 less. At Fairbanks, which is north in the 
interior, it will go $15 to $20 higher. 

For the so-called 3'-room average apartment in these housing 
developments, 3's rooms will rent for from $140 to $145 at Anchorage. 
It will go a $10 bill higher at Fairbanks. 

The sales prices on 4! room single-family dwellings at Anchorage 
will go from $15,000 to $17,000. Those figures are a bit approximate, 
but they are just about representative. It will sell on the average for 
a $2,000 per house less in Juneau or Ketchikan. It will sell for an 
average of $2,000 more at Fairbanks. 

With rare exceptions the sales that have been made already in our 
little experience, the equities between the mortgage and the sales 
price of the house have been paid for in cash. In a few exceptions 
they did not have quite all the cash and they entered into a contract 
with the construction company until they had made up that differ- 
ence. 

SCARCITY OF MATERIALS IN ALASKA 


Mr. Corron. I have just one more question. What is the situation 
about getting materials up there? 

Mr. Newe ut. It is tough, sir. Practically every bit of material 
that goes into a house comes from Stateside. It 
and shipped before you get it. 


, 
has to be paid for 





















23 


Mr. Corron. My point is this: You are now asking for authority 
to go ahead with this program, and the situation on materials in this 
country is now under control by emergency war agencies. Are you 
sure that if you have this $5 million you could get the materials to 
do the building anyway? 

Mr. Newe.u. Yes, sir. I can tell you what our experience has 
been up to date. I would not hazard a guess as to the future, because 
] do not know what is going to be done. Up to date there has been 
no particular difficulty in getting materials. Occasionally a request 
has been made through the agencies here to give them a special 
priority on some particular thing which was needed, and it was given 
immediately. 

Mr. Corron. I have just been upstairs in another subcommittee 
listening to Mr. Fleischmann all day, and he says that the next 12 
months are the peak of the shortage of materials. After that he 
hoped to see them ease up, but the next 12 months is the peak, and 
we are just going into the peak. You have not had assurances that 
you can get materials to go on with this extra housing if you start? 

Mr. Neweuu. That is right. One of the necessities, however, sir, 
for this additional money, is to provide construction money for these 
contractors. For instance, there is a project being considered at the 
moment of 150 houses at Fairbanks, single-family. , That material 
which goes into that house will have to be bought in total—practically 
in total—before they start. They want to assure themselves of a 
firm price. 

Mr. Gore. Thank you, gentlemen. 


ALASKA Howusina 


WITNESS 


HON, E. L. BARTLETT, A DELEGATE IN CONGRESS FROM THE 
TERRITORY OF ALASKA 


Mr. Gore. Mr. Bartlett, part of your testimony is included in the 
hearing just coneluded. Did you have additional comments you 
would like to make? 

Mr. Barrterr. Mr. Chairman and members of the committee, 
my opinion, at least, is that very adequate justification for this has 
been given, and I am led to that conclusion all the more because | 
imagine we are doing plenty of building around the world now in 
foreign countries for which the United States Government will never 
be repaid. Here is a situation where repayment is going to be made, 
and the housing construction which is going forward is in direct 
assistance of the military personnel. There is not enough on-post 
housing either at Anchorage, Kodiak, or Fairbanks, to care for the 
military people stationed at those places. 

When apartment dwellings such as you see in those pictures which 
I have passed around are made available, the military people can 
move into them at rents only slightly higher than they are now paying 
for some very substandard housing. 

In that connection I should like to read from a report made only 
on July 19 by Mr. Tighe Woods, United States Housing Expediter, 
who had been to Alaska just before that. He said: 

My recent visit to Alaska was occasioned by newspaper reports of unbelievably 
bad living conditions for a great many of our Armed Forces who have attempted to 
85541—51—pt. 3 4 








bring their families to Alaska to enjoy some sort of normal family life during their 
tour of duty. I wanted to determine by personal inspection if the housing con- 
ditions were as bad as the newspaper accounts pictured them. 

I have personally visited many of these military installations this spring through- 
out the country, and I can say without reservation that the housing situation on 
the military installations in Fairbanks and Anchorage, Alaska, are the worst I 
have ever seen. 


The faster this program can go ahead the sooner our military people 
who are serving in Alaska will have decent places in which to live. 

I want to say that in my opinion the Housing and Home Finace 
Agency has done a wonderfully good job of administering this program. 

More than a year ago my people in Alaska were in touch with me in 
an effort to get the $5 million at that time. The Housing and Home 
Finance people here said, ‘‘No, let us wait until we have the program 
we can take to the Congress that can be justified in all respects.” | 
believe they have done that. 

I want to mention only one more thing, and that is the program to 
which you referred, Mr. Phillips, for the $500 loans. That had a very 
interesting history. It was incorporated in the bill at the suggestion 
of Father Paul C. O’Connor, S. J., chairman of the Alaska Housing 
Authority. An effort was being made then by some to get completely 
new housing for Eskimos in one village as sort of a test run. Those 
houses were going to cost something on the order of $14,000 each. It 
was a remote vHlage. Father O’Connor said a program like that could 
not be defended at all. The people were moving from their historical 
housing, or would be moving, from their historical housing into $14,000 
homes, and they would not know how to take care of them. He said, 
“Do the job gradually. Loan them a few dollars on their persona] 
notes to improve what they have. Let them get used to betterment 
gradually.” 

I think Father O’Connor was eminently correct. As Mr. Newell 
said, the record of repayment has been particularly good. These 
Eskimos who have borrowed the money get a cash income by going 
to Bristol Bay for the canning season. 

I think a gradual improvement in their housing along these lines is 
going to put them in a position where by and by they can build better 
houses and will want to and will know how to take care of them. I 
think it is one of the grandest parts of this program. 

In conclusion let me say that more housing has been generated in 
Alaska under this Alaska Housing Act than was generated I would 
say in the previous 20 years. The program is working and working 
very well. 

I am told also that in this character loan program the improvement 
in the Eskimo homes, the fixing of roofs, etc., has actually been 
determined already to be helpful in respect to the tuberculosis program. 

Mr. Gore. When this hearing started I had quite an unfavorable 
inclination. The hearing has dispelled that unfavorable inclination. 
I think the Administrator and the other people who have testified 
have made out a very good case, and the committee thanks you for 
your presence, and each of the gentlemen. 

Mr. Bartietr. Mr. Gore, may I say one more thing? 

Mr. Gore. Yes, sir. Do not oversell your case. 

Mr. Bartierr. I do not know how a person is going to do it easily 
these days, with Congress in session most all the time, but I want to 
extend to each Member of your committee a very sincere invitation 
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to go to Alaska and to look the Territory over. We can tell you; you 
can look at pictures; but all that sort of thing is pretty meaningless 
until you have been there yourself. It is an important strategic point 
in the world of today. I hope that each of you may go there before 
too long. 


Monpay, Avausr 6, 1951. 
MOTOR CARRIER CLAIMS COMMISSION 


WITNESSES 
ERNEST M. SMITH, MEMBER OF THE COMMISSION 
PAUL REVELLE, CLERK TO THE COMMISSION 


SALARIES AND EXPENSES 


Mr. Gore. Mr. Smith, the committee is pleased to have you 
before it this morning along with Mr. Revelle. We will be pleased to 
hear whatever statement you wish to submit in justification of the 
supplemental request for $124,000 contained in House Document 201 
now before the committee. 


EXTENSION OF COMMISSION BY STATUTE 


Mr. Smrrx. I have no prepared statement. The basis of this 
request is quite simple. It is made necessary by the extension of the 
act under which the Commission operates, which would have expired 
September 20 this year. 

At the time of consideration by your committee and by the Congress 
of H. R. 3880, the independent offices bill, the budget estimate had 
then been submitted in contemplation of the termination of the 
Commission on September 20. Subsequently Congress has passed 
and the President signed on July 11, Public Law 75, extending the life 
of the Commission until June 30, 1953, which, of course, carries 
beyond the whole of the fiscal year 1952 and makes it necessary for 
us now to request additional funds to carry us beyond what would 
have been our termination date. 

Reference to your committee’s report on H. R. 3880 will indicate 
that only that period of 2% months was had in mind in the original 
figure carried in the independent offices appropriation bill. 


WORKLOAD—TEST CASE 


Mr. Gore. What is the status of the workload of the Commission? 

Mr. Smiru. We have had filed 103 claims totaling something over 
$39 million; 2 of them we have dismissed. We do not know whether 
there will be any appeal from that or not, but that would take off 
about $2 million in the amount of claims. 

The Commission has determined one case which the parties rep- 
resented to us was a test case. That case, after very extended hear- 
ings, was determined on April 28 of this year. That case was brought 
to issue about the beginning of June last year. We began hearing 
that case along in August and finally completed the hearings in 
February. After various arguments, briefs, and so forth, we got it 
decided on April 28. A motion for rehearing was filed with us, 
which we had to consider for some further time, and we have now 
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decided that, so that the time is still running during which an appli- 
cation for certiorari may be made to the Supreme Court. We, of 
course, do not know definitely whether that case is going up or not. 
We have rather thought it would from the representations from both 
sides that this was considered by them as a test case and their further 
representations that in the trial of subsequent cases, even though it 
might be on its way or might be in the Supreme Court, the record in 
that case could be adopted in large part in those subsequent cases, 
thereby shortening the time necessary for the trial of the subsequent 
cases. 

As far as the disposition of cases is concerned, you might say our 
record does not look too good, in that only one case has been decided. 
The fact is, however, we are proceeding in 47 others and are at various 
stages of those proceedings. Actually, if this case goes to the 
Supreme Court, it would probably be inadvisable for us to issue 
determinations pending that time, anyhow, but we can work them 
right on up to that point. 

Mr. Gore. All other cases depend more or less on the outcome of 
this case? 

Mr. Smira. That seems to be true, but that does not keep us from 
holding other hearings and working on them up to the point of 
determination, which we have proceeded to do. 


BASIS FOR BUDGET REQUEST 


Mr. Gore. Do you think the full amount requested in this budget 
estimate is needed in order to proceed with the preparation and con- 
sideration of these cases? 

Mr. Smirn. Yes, sir. We have gone through this very carefully, 
just as carefully as we could, and have arrived with the Bureau of the 
Budget at the figure of $158,000 as a total amount for the entire fiscal 
vear 1952. Taking the figure which now appears, which was in the 
House version of the original bill and which apparently is in the 
conference report originally made, of $34,000, that would leave 
$124,000, which we request. Even though the schedule here was 
drawn up by the Bureau of the Budget to indicate an original request 
of $40,000, from $150,000, leaving $118,000, the request is $124,000. 

As far as the ‘“‘Salary’’ item is concerned, there is little change 
from what we spent last year. We reduced the hearing officers last 
vear. We found in the operation of the Commission that the work did 
not develop as fast as was anticipated. Where, for instance, we had 
expected to have seven hearing officers, the Department of Justice 
was hampered in the amount of assistance it could give in the men 
they assigned to the task of defending claims, and the claimants did 
not get in too fast with their claims, and the work just did not proceed 
as fast as we had expected. We reduced the number from seven to 
two. We have only 2 hearing officers now, and we never reached 
what was originally set up by the Bureau of the Budget as our per- 
sonnel ceiling of 26 positions. The highest number, I think, was 20. 
We now have, including the members of the Commission, 15. This 
estimate and request contemplates, I guess you might call it, the 
reactivation or at least the refilling of one position which has been 








ia ecemliete 











ntl te A ESN NE 











27 


vacant since the reduction in force last year, that being one secretarial 
position. So that we are not contemplating any expansion of our force. 

It is likely you might wonder somewhat about the figures for “Other 
objects.” Naturally, some of those amounts for certain objects are 
our best estimates only. We cannot figure them down to the penny— 
travel and certain other items like that. . 

You will notice, too, in the original estimate of $40,000, for instance, 
that the major portion of that was for salaries alone and only a small 
portion for all other objects—$35,000 and $5,000. That $35,000, 
however, included, in contemplation of our termination in September, 
over $10,000 for terminal-leave payments, which, of course, won’t come 
due now. But the other $5,000, which is a very small figure for all 
other purposes, was also arrived at in contemplation of that early 
termination and of the fact that we could not be moving forward at 
full speed or carrying on full-scale operations if we had nothing to look 
forward to after September 20. So we just naturally felt we should 
curtail all travel as far as possible and actually only hold such hear- 
ings as could be had in the office and confine ourselves to the work we 
could do right there—cutting down, in other words, all expenses except 
that of personal services. 

That may in some measure explain what may occur to you as a 
possible disproportion between the 2% months’ figure on those other 
objects and the larger figure for the’ remainder of the fiscal year. 

If there are any particular questions about those items, of course, 
we would be glad to try to answer them. 


TRAVEL 


Mr. Gore. Why is it necessary to have $11,000 for travel for the 
Commission? 

Mr. Smirxn. That is the best estimate we can make. You see, the 
way we have set this thing up, which we believe is the most economical 
in the long run, is with a system of hearing officers. We members of 
the Commission also may hear some cases individually and report our 
findings of fact upon which the Commission makes its final determi- 
nation. But these companies who are claimants in these cases are 
scattered over 15 States; the witnesses involved in them are scattered 
over that same territory as well as several others. Quite a few of them 
are out on the west coast, even. Now, it is necessary to take testi- 
mony in those cases of witnesses who are not available to bring into 
our headquarters in Kansas City in many instances. We have no 
right to subpena them and make them come from away out on the 
coast or even from the northern Midwestern States, so that our 
hearing officers must do considerable traveling. 

Our clerk has conferred with our chief hearing officer, the Chief 
Assistant Commissioner, as we call him, together with counsel for the 
majority of the claimants and the special assistant to the Attorney 
General, who represents the Government, and among them they have 
made this estimate of travel expenses for the purpose of holding 
hearings and the clerk has added to that a small sum for such trips 
as might be necessary, of this kind, for instance, like from Kansas 
City to Washington. That is the figure we have come up with as our 
best estimate. 
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OTHER CONTRACTUAL SERVICES 


Mr. Gore. Why do you need $19,000 additional for contractual 
services? What do you mean by “Other contractual services’? 

Mr. Smiru. There again, of course, is a figure we cannot say is 
absolutely accurate. That term ‘Other contractual services’’includes 
or in the main what we have contemplated it might include are these 
things. A number of the claimants have represented to us they are 
unable to bear the reporting costs. While we have not asked for any 
official opinion on this, our best advice is that if they cannot provide 
for the reporting of the testimony on their side of a case, in order to 
guarantee them due process, it is up to us to provide it and actually 
to make the record of the case. That is even more important since 
the appeal from our determination is to the Supreme Court, and 
naturally there has to be a record if any case should go up there. 
We have provided in our rules that the reporting should be at the cost 
of the party for his own side of the case, but we recognize there are 
some cases in which we may be called upon to pay it. We have paid 
the reporting cost of the plaintiff’s side in the one case I mentioned 
awhile ago, some $800 or $900. While we are going to hold that down 
to the very minimum and require a very strong showing before we 
do that in these other cases, we do anticipate some of them will take 
that course. . 

Another thing is that we may find serious need for some auditing 
assistance in working on some of the accounting data that comes into 
evidence in these cases. 

Mr. Gore. You say “‘may.’”’ You are unable as of now to foresee 
that need? 

Mr. Smiru. I could not say we definitely foresee a need as of a 
certain time; no. 

Mr. Anprews. How long is this Commission to last? 

Mr. Smirx. Until June 1953. 

Mr. Anprews. How much money did you get in the regular bill? 

Mr. Smirn. Now pending in conference? 

Mr. Anprews. Yes. 

Mr. Smiru. $34,000 was carried in that bill. That was the estimate 
subm tted as that bill had in contemplation our termination on 
September 20. Since then Congress has extended the life of the 
Commission. That budget was only for 2%; months, as I was telling 
the committee—— 

Mr. Anprews. I was under the impression you were to go out of 
business in September of this year. 

Mr. Smiru. That was the situation when we were here before. 

Mr. ANprews. Your life has been extended by statute until when? 

Mr. Suirx. June 1953. 

Mr. Corron. Mr. Smith, you came in and asked for $40,000 for 
the first 3 months or the first 2% months, and we reduced you to 
$34,000. 

Mr. Situ. That is right. 

Mr. Corton. I say ‘‘we.’’ I mean the Congress did. 

Mr. Smirn. Yes, sir. 

Mr. Corron. At that time you told Mr. Thomas, on page 1151 of 
the hearings, that if the life of your Commission were extended, you 
would have to ask for $120,000 more for the rest of the fiscal vear. 

Mr. Smirn. Yes, sir; 1 think that is correct. 
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RESTORATION OF ORIGINAL ANNUAL BUDGET FUNDS 


Mr. Corron. Now you are asking for $124,000, which means you 
are asking that we restore substantially the reduction that was made 
for the first 3 months. 

Mr. Smirx. Well, Mr. Cotton, in making these calculations, as 
vou know, we do it between us and the Bureau of the Budget, and in 
the preparation of the original submission of $40,000 we estimated 
$160,000 for the entire year. We now have come up through the 
Bureau of the Budget with a figure of $158,000, and the $124,000 is 
what would be left over, deducting the $34,000. 

That is correct, though. As you stated, this is a request for some 
restoration. 

Mr. Corron. My point is that vou are not only asking for the rest 
because of the extension of the life of the Commission, but you are 
also asking us to reconsider and restore what was cut from the first 
3 months. 

Mr. Smitru. Well, not knowing all of your side of that—referring 
to you as the Congress, as you did—I do not know, of course, what 
considerations entered into the reduction—whether there was some 
consideration given to the fact that this was proposed merely as a 
liquidation budget and seemed excessive for that reason or whether it 
was considered merely as an operating budget for that particular 
period of time. As I was saying a moment ago, the leave itself shows 
up somewhat differently, as we contemplate a continued full-scale 
operation toward the completion of all of these cases. 

Mr. Corron. But, you save the terminal-leave pay you had con- 
templated on the basis of closing out? 

Mr. Smiru. Yes, sir; that is true. 

Mr. Corton. That is how much? 

Mr. Smirx. Approximately $10,000. 

Mr. Corron. So that, in addition to the amount you want restored, 
you are getting $10,000 more that some day we would have to pay 
but not as contemplated this year. 

Mr. Smiru. Insofar as the item in which it was carried, ‘‘Personal 
services,” is concerned, it would not be that much, because our requets 
in the beginning for personal services was in the amount of $35,000, 
slightly less than $25,000 of which was the actual salary figure, and 
$10,000 and about $200 was the ‘Terminal leave’ item. So that 
when you get $34,000, that means taking out all other expenses 
travel and everything else—during those 2% months, and whatever 
is left of the $34,000 is what you subtract the $25,000 from to see 
what amount of that lump sum would be left, really. 

Mr. Reve ue. If I may say one thing, that actually is not trying 
to retrieve the amount deducted in the allotment of $34,000. We 
had our estimates at that time based on 15 people. We have one 
new position, which runs $3,450 a year in this estimate—in other 
words, 16 people instead of 15. 





GRADES OF POSITIONS 


Mr. Corron. In the 15 people you now have and the 16 that are 
contemplated, how many super grades are there? How many grades 
16, 17, and 18 do you have? 

Mr. Revetie. We have none. Our highest grade is 15. 
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Mr. Corron. How many 15’s? 

Mr. Revetie. We have two 15’s. 

Mr. Corron. How many 14’s? 

Mr. Revetie. We have one 14, one 12, one 9, three 6’s, two 5’s, 
and one 4. This additional position is a secretarial position—a 
secretary to the chairman of the Commission. At the time the 
reduction in force was effected by the Commission, the chairman of 
the Commission let his secretary go, and he has been using the services 
of other secretaries in the interim period. 


PRINTING AND REPRODUCTION 


Mr. Corron. [I notice you have $10,000 for printing and reproduc- 
tion. What is that—reports of the cases? 

Mr. Smiru. That would be the printing of our determinations and 
possibly the reports themselves, of which the determination is a part, 
made to the Congress. 

Mr. Corron. No part of that goes to pay any reporters you have 
to hire to take the evidence? - 

Mr. Smirn. No, sir. 

Mr. Corron. In connection with that one case that has been 
decided, with the possible exception that it may have a final review 
by the Supreme Court, it establishes most of the precedents necessary 
for all of the other cases you are considering? 

Mr. Surry. From the advice both sides have given us, we think so. 

Mr. Corron. One hundred and three is the limit of the cases you 
have to consider? 

Mr. Situ. Yes, sir. 

Mr. Corron. Is there any possibility of new claims being presented 
to you? 

Mr. Smiru. No. The filing time has long since passed now. 


ULTIMATE TERMINATION OF COMMISSION 


Mr. Corron. Are you quite certain you can conclude your work 
and finish under the new expiration date in 1953‘ 

Mr. Smiru. Mr. Cotton, I would hate to answer that question 
positively, simply for this reason: our operation there is like that of 
any court. You find things coming up on both sides that cause one 
or the other side to come in asking for some continuance that looks 
like it has to be granted. Weare getting pretty hard boiled as far as 
that is concerned, but these cases do, we know, involve quite a bit of 
preparatory and preliminary work. 

For instance, on the Government’s side of it, the FBI is doing the 
auditing work for the Department of Justice in the defense of them, 
and we are told by the Special Assistant to the Attorney General that 
those cases take them up to 2 months; that is, a case takes them up to 
2 months to fully investigate. That is something that is beyond our 
control. While he has gone forward and gotten those cases Into their 
hands for investigation, whether he is going to be able to have them 
right up to the minute in all cases in sufficient time to have them com- 
pleted by June 30, 1953, is something, as I said in the beginning, | 
would hate to state positively. 

We believe we can finish. I will say that much. It is our belief 
that we can finish the job. We have not changed our views on that 
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from the time we submitted our recommendation of the extension 
for that period of time. 

What I have outlined as to the Department of Justice, of course, 
applies a good deal to the other side, too, although they probably have 
had these cases before them for a greater length of time than the 
people dealing with them in the Department of Justice and may be 
further along. 

Mr. Corron. That is all. 

Mr. Gore. Thank you very much, gentlemen. 

Mr. Smirxu. Thank you, Mr. Chairman. 


Monpay, August 6, 1951. 
GENERAL SERVICES ADMINISTRATION 
OPERATING EXPENSES 
WITNESSES 
GENERAL SERVICES ADMINISTRATION 


RUSSELL FORBES, DEPUTY ADMINISTRATOR 

W. E. KATON, DEPUTY COMPTROLLER 

D. E. A. CAMERON, DIRECTOR, BUDGET DIVISION 

E. L. COTTER, BUDGET REPRESENTATIVE, PUBLIC BUILDINGS 
SERVICE 

H. A. HUNTER, DEPUTY COMMISSIONER, PUBLIC BUILDINGS SERV- 
ICE 

R. O. JENNINGS, ADMINISTRATIVE OFFICER 

W. A. SCHMIDT, ASSISTANT DIRECTOR, BUILDINGS MANAGEMENT 

P. V. FINEGAN, CHIEF, SPACE UTILIZATION 


INCREASES IN COSTS OF RENTS, UTILITIES, SUPPLIES, AND EQUIPMENT 


Mr. Gore. The committee is pleased to have before it Mr. Russell 
Forbes, Deputy Administrator, together with Mr. Katon, Mr. 
Cameron, Mr. Cotter, Mr. Hunter, Mr. Jennings, Mr. Schmidt, and 
Mr. Finegan. 

Mr. Hunter, most of this supplemental budget request, contained 
in House Document No. 211, is under the Public Buildings Service; 
is it not? 

Mr. Hunter. The most of it; yes, sir. 

Mr. Gorr. The committee would be glad to have you undertake 
to justify as best you can this supplemental request. 

Mr. Hunrer. May I defer for a moment to Mr. Forbes, Deputy 
Administrator, in case he has something to say? 

Mr. Gorr. Yes; we will be very glad to, hear him. 

Mr. Forses. I have no prepared statement. It is perfectly agree- 
able to me to let Commissioner Hunter answer the questions. He 
and his staff are thoroughly familiar with the estimate. I am appear- 
ing here because Mr. Larson is in Europe, as you know. 

Mr. Gore. What is Mr. Larson doing in Europe? 

Mr. Forses. He is working on the stockpile program. 

Mr. Gore. Are you familiar with the details of this request? 

Mr. Forses. Am I personally? 

Mr. Gorn, Yes. 

Mr. Forses. In a general way. I am not as familiar with the 
details as the staff of the Public Buildings Service. 
85541—51—pt. 3 
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BASIS FOR BUDGET REQUEST 


Mr. Gore. Mr. Hunter, how do you justify this request? 

Mr. Hunrer. Basically this whole item originates in the changes 
that have taken place in the price structure applicable to rents, 
supplies. and utility rates. 

Mr. Gorr. What part is rents, and what part is supplies? Have 
desks gone up? 

Mr. Hunrer. This estimate does not include anything for desks. 


DESK SITUATION IN THE DISTRICT OF COLUMBIA 


Mr. Gore. I will ask you that, Mr. Forbes. Have executive desks 
gone up? 

Mr. Forses. Yes; they have gone up. 

Mr. Gore. Is that why you are buying so many? 

Mr. Forses. One reason why we bought them, which we are very 
pleased to report, is that by buying them when we did early in the 
year we saved about three-quarters of a million dollars in price over 
and above the handling charges. 

Mr. Gort. What would you have saved if you had not sold at 
about 25 percent of cost a lot of desks declared surplus recently, if you 
had used those instead of selling them for little or nothing and then 
buying these new ones? 

Mr. Forses. As far as I know we did not sell any at 25 percent of 
the cost. 

DISPOSAL OF SURPLUS DESKS 


Mr. Gore. You have nothing to do with the sale of surplus desks 
in the Government? 

Mr. Forses. We have responsibility for the utilization program; 
yes. 

Mr. Gore. How do you exercise it? 

Mr. Forses. The agencies declare property excess. We have no 
authority to sav to a certain agency “You have 100 desks that vou 
do not need.”” We have to wait until they declare them to us as being 
excess to their needs, whereupon the other agencies of the Govern- 
ment, including the Department of Defense, are asked whether or not 
they need them. If they say they do not and if they are at all usable 
and repairable, we take them into our own inventory in the Federal 
Supply Service and hold them until some Federal agency needs them. 

As far as I know, there has been no sale by the General Services 
Administration of excess or surplus desks within recent months. 

Mr. Gore. Well, if they are declared surplus, is it your agency that 
sells them? 

Mr. Forses. The term ‘excess’ as distinguished from ‘surplus’’ 
applies to that interim time in which we are determining whether 
any Federal agency needs them. In other words, if you are the head 
of an agency and you report to us that you have 50 desks which you 
do not need, those are excess, and the period when the other agencies 
are being screened to determine whether they have need for them is 
the excess period. If no one says they can use them or need them 
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at a fair value which is fixed according to their condition, then they 
become surplus. The next move then would be to offer them, ac- 
cording to the law, to educational and health institutions. If they 
do not need them, they are then sold, and the sales, for the most 
part, are handled by the agency which originally declared them excess. 

Mr. Gore. You used a phrase there that may be significant when 
you referred to the right of an agency to refuse to take them at a price 
set according to their condition and repair. Suppose an agency said 
“This desk has a mark on it. We would rather have a new one.” 
Do you have the power to say “No. You have to take this one’’? 
Mr. Forsrs. We have no power to tell them that under the existing 
law. 

Mr. Gore. Then, if an agency comes in and wants 1,000 desks and 
you have 5,000 that are good except that there are marks on them 
and they say “No. We don’t want a desk with marks on it; we want 
a new desk,” you have no choice but to place an order for 1,000 new 
desks? 

Mr. Forses. That is right—unfortunately. 


CURRENT LIST OF EXCESS DESKS 


Mr. Gore. Will you supply to the committee a list of all agencies 
that have declared desks in excess during the calendar year thus far 
and then indicate in a chart what disposition has been made of the 
desks and also how many desks of similar types have been bought this 
year? 

Mr. Forses. All right. 

(The matter referred to follows:) 


Exuisit l.—Ercess desks reported to GSA in Washington area Jan. 1 to Aug. 6, 1951 
| Reported excess Released as Transferred | Transferred 
e surplus — to other to GSA for 
Agency | because | 28encies or rehabilita- 

. rE ern me of poor in process tion and 

top lypist | Total condition (seeexhibit | redistri- 

} ; II) bution 
| i 
Agriculture 7 | 5 12 ) 7 
Commerce | 105 | 95 200 13 36 151 

Economie Cooperation Administration | 
and Office of Price Stabilization... __-- 3 4 7 7 
General Accounting Office 233 24 | 257 257 
General Services Administration 9 | 6 15 - 15 
Federal Security Agency | 55 | 51 | 106 37 69 
House of Representatives 6 | 31 37 ; 7 
Housing Bt | 50 | 106 14 | 12 
Interstate Commerce Commission 35 | AO | 85 85 
Interior | 18 3 21 21 
Internal Revenue | 116 | 53 169 2 ° 167 
Labor | 4 | 2 6 : 6 
Post Office " ‘ a 10 | 10 | 20 : 20 
Panama Canal Seal 3 64 67 67 
Reconstruction Finance Corporation My 0) 1 | | 1 
State | 6 27 33 | 33 
Securities and Exchange Commission | 9 7 16 16 
Treasury. __- aaa 40 | 39 79 10 12 | 57 
U.S. Tariff : eae 9 | 6 | 15 : 15 
Veterans’ Administration 423 | 275 | 698 33 665 
j } “ 

Total hee ewetah oes 1, 148 | 802 | 1,950 23 139 11,788 


' 48 of these 1,788 desks were subsequently disposed of as surplus by GSA because they were found 
uneconomical to repair. 
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Exutrir Il.—Transferred or in process (included in exhibit 1) 

















| 
mt : Transferred to other 
Reported as excess by Flat-top Typist Total agencies or in process 
| 
TR bide nicretinickpyecneee—s .| 2) 11 | 13 | General Accounting Office. 
eT EY Ss ger ee | 8 5 13 | Screening for donation. 
Ee ee ee 2 | 5 | 7 | Being processed. 
Housing-.__- Caete be a 4 10 | 14 Do. 
Federal Security Agency --------- 7 | 12 19 | Navy. 
Naha 2 a ‘ 77 11 | 18 | Being processed. 
Agriculture - | 1 2 | 3 | Screening for donation. 
0. | 0 | 2 | 2] Navy. 
Treasury -| 12 0 | 12 Do. 
Internal Revenue a 0} 2 2 | Screening for donation. 
Commerce | 1 | 2 | 3} Yo. 
is... : 4 | 14 | 18 | Being processed, 
ae | 4 | 11 | 15 | Navy. 
| 51 | 88 139 | 


Exurrit IlI.—Purchase and sales of new desks by GSA 


Jan. 1 to July 31, 1951 


in Washington area 


} 

| Bought | Sold | Balance 
_— —_ ” EE a aii ee a le a em meena 
Typist aes eer aan 8, 549 | 6,919 | 1, 630 
Flat-top--.---.- | 26, 956 | 10, 467 


16, 489 | 





LIMIT OF GSA AUTHORITY OVER FEDERAL PROPERTY 


Mr. Gore. We created the General Services Administration, but 
it appears it is a general expenditures administration with no authority 
in any realistic sense over all of the vast properties and over waste and 
duplication in the Government. 

Mr. Forbes. We are sorry, Mr. Gore, you feel that way about it. 

Mr. Gore. I am, too. 

Mr. Forses. But we feel within the limits of our authority we are 
doing a good job. This deficiency in our authority has been discussed 
with this committee before. There is pending before the Congress, 
as you know, legislation which would close this gap in our authority 
and which would enable us, particularly in the case of furniture, to 
control it. In other words, it would vest in the General Services 
Administration the ownership of all furniture, so that in that case we 
could shift it around as needed and not be subject to these complicated 
currents of opinion you mention, where an agency can refuse to take 
something because it does not quite fit its decor as to color or style and 
so forth. 

Mr. Gore. Is it contemplated that any new desks will be purchased 
with any part of the funds requested in this supplemental before the 
committee now? 

Mr. Forres. No. 


DESK PURCHASES AND WAREHOUSING 


Mr. 
Mr. 
Mr. 
Mr. 
Mr. 


AnpreEws. How many desks did you buy? 

Forres. I do not know the exact number. 

AnpreEws. The newspaper I have before me says six carloads. 
Forres. I think it was much more than that. 


AnpbREws. More than six carloads? 














Mr. Forsrss. That is right. 

Mr. AnprEws. Where do you have them stored? 

Mr. Forres. We have them stored in several places in the District 
of Columbia, and we have them stored in the other regional ware- 
houses. 

Mr. Anprews. Is any part of the money you are requesting now 
needed to pay for warehouse storage for these desks? 

Mr. Forses. None whatever. As Mr. Hunter exlpained to you, 
the supply items here are in the nature of fixed items for the pay- 
ment of electricity and other utility bills and the coal and cleaning 
supplies. 

Mr. ANpREws. How many warehouses are you using to store these 
desks? 

Mr. Forres. We have them in our central warehouse at Seventh 
and D SW., and a small number in six or seven other places throughout 
the District of Columbia. 

Mr. Anprews. Has not warehouse space been pretty scarce in 
Washington? 

Mr. Fores. Yes, it certainly has. 

Mr. Anprews. Did you have requests from agencies for those six 
carloads, or more, of desks that you ordered? 

Mr. Forses. We did not have requests from the civilian agencies, 
but we have requests at the moment from the Quartermaster General 
of the Army for more desks than we have in storage, and we have 
refused to give them to the Defense Department because if we did 
there would be a shortage for civilian agencies, particularly DPA. 

Mr. Anprews. Did you have those requests for desks at the time 
that you ordered this last big shipment? 

Mr. Forres. What we ordered in January was based upon the 
anticipated expansion in Federal employment in the District of 
Columbia as supplied by the Bureau of the Budget. 

Mr. AnpreEws. All available office space in Washington is filled 
at this time; is it not? 

Mr. Forses. Not entirely; no. The offices now operated by the 
Federal Government are mostly filled, but on the question of desks I 
would like to say this: Our record in that is something we are not at 
all ashamed of, and for which we offer no apology whatsoever. We 
knew that the emergency agencies were being created and expanded 
and that there was an increase anticipated in the employment picture. 
We knew that the economy was being unsettled by the war effort. 
We knew that certain companies previously making furniture were 
about to convert to something else, so we thought it would be better 
to anticipate the need and buy the furniture at the time when we 
could get it cheaper than to wait until now and buy it. As I have 
said, we have furnished to other committees of the Congress, and we 
will be glad to furnish this committee, if you wish it, a statement 
showing just what we bought and for what purpose, and how much 
we saved by doing it at that time. 

Mr. AnpreEws. I| think it would be very helpful to the committee to 
have that information. What we see in the newspapers about it does 
not look too good to me. 

Mr. Forses. The newspaper reports, like the report of Mark 
Twain’s death, are greatly exaggerated. 
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Mr. AnpreEws. This story says that you have shipped in six car- 
loads of desks, and I understood you to say a few minutes ago that 
it might be more than that. 

Mr. Forses. Absolutely. 

Mr. Anprews. How many desks did you buy? 

Mr. Forsers. | do not know, but we will be glad to furnish you that 
information. It is in the statement we have furnished to the com- 
mittee and the Congress, and we will be glad to furnish this com- 
mittee with a copy of the statement. 

(The information requested was furnished to the committee.) 

Mr. Forses. The point that I would like to emphasize is this: By 
buying when we did in anticipation of the need due to increased em- 
ployment, we were doing exactly what we told you we would do if we 
set up a centralized purchasing system with a revolving fund, known 
as the general supply fund, and by doing that, in addition to any 
rentals we have paid, or any handling charges, we have saved the 
Government three-quarters of a million dollars over what the prices 
would have been if we bought them now. 

Secondly, we do not have a large surplusage of desks. 

Mr. Anprews. You never will have if these agencies will not take 
them if they have a scratch on them and you have no right to tell them 
that they must use the old desks. 

Mr. Fores. If we accede to the requests of the military, there will 
be a shortage of desks because the market for desks is very tight at 
the moment. 


STEEL DESKS 


Mr. AnprEews. What percentage of the desks you bought are steel 
desks? 

Mr. Forses. Offhand, I would say about 10 percent. 

Mr. AnprEews. Does GSA have trucks that are used to haul freight? 

Mr. Forsess. Yes. 

Mr. ANprEws. Why was it that they had the Kane Transfer Co. 
haul the desks from the railroad cars to the warehouses? 

Mr. Forses. I think that was at the expense of the contractor, who 
had to deliver them to the point of storage in this case. 

Mr. Anprews. GSA did not pay the Kane Transfer Co.? 

Mr. Forses. It is my understanding they did not. 

Note.—The committee was advised subsequently that GSA used Kane trucks 
to augment its fleet of trucks in order to avoid paying demurrage on incoming 
shipments, and that Kane transfer Co. was paid by GSA. 


STOCKPILING OF DESKS 


Mr. Gore. Of course, by indulging in scare buying, hoarding, and 
stockpiling, your agency was doing exactly that which the Govern- 
ment agencies concerned with inflation were trying to persuade the 
public not to do. 

Mr. Forres. On the contrary, Mr. Chairman, if you will permit me 
to differ with you, we placed these orders at a time when certain Com- 
panies were without orders, and before they got defense contracts, 
and thereby prevented unemployment in a lot of small industries. 

Mr. Gore. So there were numerous factors involved in the decision 
of the GSA to buy a lot of desks, but one factor which had no part 
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at all was a specific request by any particular agency that you buy 
these desks. 

Mr. Forses. At the time we placed the orders we had large requests. 

Mr. Gore. You just told Mr. Andrews that you did not have 
requests. 

Mr. Fores. That statement referred to the ones on hand in the 
warehouses, the ones that the newspapers played up as being such a 
terrible waste which in fact are not a waste at all. Those are just a 
little stockpile awaiting requisition, but the great bulk of these desks, 
Mr. Chairman, was delivered to the agencies that had alre: dy 
requisitioned them. This is only a small part of the total orders. 

Mr. Gore. How many do you have now in the warehouses? 

Mr. Forses. | cannot tell you how many we have now. 

Mr. Gore. Can you tell me how many more you have bought that 
will arrive, and how much money you will request of this committee 
for warehouse space to store them? 

Mr. Forses. If I had at all suspected that this might be a topic 
of discussion here today, | would have brought the figures with me. 
The report which we have prepared, and which we have submitted 
to the other committees of the Congress, and a copy of which you 
will receive, shows the number purchased, the number still on order, 
the number on hand, not only in Washington but in other regions, 
and I think it will answer all the questions you have in mind, 

Mr. Corron. When a department requisitions a desk, I assume it 
is sometimes for an additional employee, but many times it is to 
replace old equipment? 

Mr. Forses. Right. 

Mr. Corron. What happens to the old desk? 

Mr. Forses. If it can be repaired, we repair it at Seventh and D, 
Southwest, in our furniture repair shop. 

Mr. Corron. What happens then? Do you send it up to us?) My 
desk looks a bit old. What happens to it? 

Mr. Fornes. The agency then takes them, and in most cases they 
do accept this excess, or repaired furniture. It is only the exception, 
Mr. Chairman, to the rule when they say they will not take one 
because it will have to be made to match other desks. 


PORTION OF DESKS FOR REPLACEMENTS 


Mr. Corron. When you furnish this information to the committee 
that has been requested by the chairman and Mr. Andrews, would 
it be possible to indicate what portion of the desks would be for the 
replacement of old equipment, and what portion for new employees? 

Mr. Forses. I think that would be an impossible task. 

Mr. Corron. I understand. 


BASIS FOR ADVANCE PURCHASE 


Mr. Cameron. Mr. Gore, I would like to answer a point that you 
raised concerning our not having requsitions in advance for desks. 

You may recall that this committee had before it on June 5, 1951 
an estimate for $42,000,000 for “Emergency operating expenses.”’ It 
is still under consideration by the committee and it has not been 
reported out. Also, there is an estimate before the Defense Produc- 








38 


tion Committee for $12,500,000 on which hearings are called for 
tomorrow. Now, those estimates, each one, provided for considerable 
expansion in employees of other agencies during 1952. That expan- 
sion was provided to the GSA by the Bureau of the Budget. On 
having been provided with this information, we were simply alert to 
filling the need of those new employees for equipment. Those 
appropriations have been delayed. In other words, we have not 
gotten the money for the expanded space to house the additional 
employees, nor have the other agencies gotten the money for paying 
for the additional employees. Their appropriations are held up just 
as ours are. But you see, having the notice from the Bureau of the 
Budget of the expanded employment by quarters for 1952 as 
supplied by them, we have to buy in advance. We cannot wait 
until they hire the employees and then produce the desks unless we 
have ordered them from manufacturers, 2, 3, or 4 months in advance. 

I think that is the answer to the point that you mentioned—that we, 
by ourselves, went out and bought without actual requisitions from 
the agencies. We went out only in accordance with the emplovment 
increases supplied by the Bureau of the Budget and on which those 
estimates now before the Congress were based. 

Mr. Forsss. I would like to repeat, Mr. Chairman and gentlemen, 
in the case of furniture I think the action we took is exactly in line 
with what we are supposed to do in carrying out our functions. I do 
not apologize at all for it, and I think we would have been very vulner- 
able, and you gentlemen would be hearing from all quarters, if we had 
not done what we did. If we had waited until the employees were em- 
ployed and then tried to buy the desks, which takes months to secure 
delivery on under existing market conditions, we would then have 
been very vulnerable. 


DISCUSSION OF THE SUPPLEMENTAL ESTIMATE 


Mr. Gorn. Mr. Hunter. 

Mr. Hunter. Mr. Chairman, the request amount of this appro- 
priation, $3,050,000, comprises three items: 

Item No. 1, rent and utilities is divided into two parts, increases in 
rental rates, $2,080,700 and increases in utility rates, $210,000, or a 
total of $2,290,700. 

Increased cost of supplies and materials, $570,900. 

Increased cost of equipment, $188,400, or a total of $3,050,000. 


INCREASE IN RENTAL RATES 


The increased rental rates derive from the fact that the estimate 
submitted to the budget and transmitted to the Congress, were predi- 
cated upon the continuance of the same rental rates that were ne- 
gotiated after a lease-renewal period as of July 1950. When those 
leases, or a number of them, did come up for renewal on July 1, 1951, 
they were at substantially increased rates. We surveyed the field, 
and at that time they had concluded renegotiation on leases for about 
4,128,000 square feet of space, which showed that the increase in the 
rental which will have to be paid in 1952 over 1951 is $1,632,897. 
There remained to be negotiated some 2,000,000 square feet of space 
for which leases will yet have to be increased. The corresponding in- 
crease expected for those 2,000,000 feet is $447,803, making the in- 
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creased rental bill for the current fiscal year $2,080,700 in excess of 
that which prevailed at the time our estimates were submitted. 
Simultaneously, there have developed increases in public utility 
rates. The calculated increase in the rate for the District of Columbia 
is $211,283, and we are asking for $210,000. Those two together 
comprise the first item of the submission that we have made. 


INCREASE IN COST OF SUPPLIES 


Mr. Gore. What supplies are you wanting to buy? 

Mr. Hunter. Supplies of coal, soap, brooms—such things as are 
necessary to operate the buildings. 

Mr. Gore. Any perfumed soap? 

Mr. Hunter. There is laundry soap, floating soap, powdered soap 
and hand soap, only the latter is scented. 

‘Mr. Gorr. What is the floating soap for? 

Mr. Scumipt. To wash the walls and touch up stains, and so forth, 
on finished surfaces. 

Mr. Hunrer. If I may give you some examples of what has hap- 
pened to these prices comparing July, 1951, to July, 1950, laundry soap 
is up 48.7 percent. The floating soap is up 38.9 percent. The 
powdered soap is up 46.3 percent. 

Mr. Gore. Over what period? 

Mr. Hunrer. One year, July 1950 to July 1951. Paper towels are 
up 23.8 percent. Here is an item for you—toilet tissue rolls, 97.8 
percent. That has practically doubled in price. One-inch black 
pipe, 33 percent. Two-by-four lumber 37.5 percent. Paints are not 
up so much, about 7 or 8 percent. 


PRICE BASIS OF ORIGINAL BUDGET REQUEST 


Those are items of cost we have to take care of in our day-to-day 
operations, and the estimates were predicated upon the price levels 
of July 1950. We are buying, of course, in 1951. 

Mr. Corron. With regard to supplies, materials, and equipment, 
I notice on pages 8 and 9 that the increase of 12.6 percent means 
slightly more than the restoration of the cut that you received in 
these two items. 

Mr. Hunrer. Correct. 

Mr. Corron. I have been glancing through the hearings but I 
cannot find it, and perhaps I am mistaken about the testimony, but 
it is my recollection that the estimates for 1952, when you came in for 
your regular appropriation, contained money for a continual advance 
in prices contemplated. Do you recall whether that is so or not? 

Mr. Hunter. No. The call for estimates was to figure the price 
level of 1950. The directive we had from the Director of the Budget 
contains this under “Economic Assumptions”’: 

Prices will be at approximately the July 1950 level. 


That is the assumption of our estimate. That is what we are 
asking relief for. Would it be of any interest to you to include this 
list in the record that I was quoting from? Part of it deals with 
supplies and part with equipment. 

Mr. Gore. We have so many records from the recent debate on 
defense production and the increase in prices that it would be re- 
dundant. 
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RELATIONSHIP OF STAFF DECREASE AND PRICE INCREASE 


Mr. Corron. Is it purely coincidental that the supplemental re- 
quests as to these two items approximate the restoration of what this 
committee reduced in the original request? 

Mr. Hunver. Purely coincidental. As a matter of fact, our levels 
of operation for the service we are rendering is being reduced on a 
national-wide basis commensurate with the reduction in the amount 
of appropriations to be available. We have been dropping daily 
cleaning to 3 days a week. We are reducing guards. There is the 
purpose for making this proportionate reduction of $433,000. We 
just use less material than we would have if we were giving full 
service, and we are trying to reflect that. But the prices have prac- 
tically put that difference of money back into the operation. 

Mr. Corron. If you had received the full amount of your request, 
after the Bureau of the Budget had passed on it, you would have been 
able to absorb the increase that you are asking for today? 

Mr. Hunter. No. We would be asking for actually more money 
than we are asking now because the increase in price would have 
applied to larger quantities than we are now able to consume. 

Mr. Corron. So the reduction caused you to curtail the amount 
of your purchases? 

Mr. Hunrer. Oh, yes. In other words, a charwoman or a scrub- 
woman working 3 days a week cannot use as much soap as one working 
5 days a week. The same thing applies to the equipment. They do 
not wear out the equipment as fast; therefore, the same process of 
reasoning is applied in arriving at the $188,400 necessary to give us 
the equipment that these people will need. 

Mr. Corron. And the service has not suffered irreparably on 
account of that? 

Mr. Hunrer. We do not know yet. The termination dates for 
employees that we will separate do not become effective because of 
the 30-day lag until September 1, so when we get right down to it 
we are providing substantially the same level of service as heretofore 
until September 1, and then we make the big reduction. 

Mr. Corron. Do you have reason to expect that other new ac- 
tivities will develop necessitating a further supplemental request.? 
Do you have any further requests pending before the Bureau of the 
Budget now? 

Mr. Hunrer. We have the emergency operating expensse and the 
DPA estimates now before Congress. 

Mr. Forbes. And we will request an appropriation to replace the 
damages caused by the flood in Kansas City. 

Mr. Corron. That could not be attributable to any reduction we 
have made. 

Mr. Forses. That is on account of an act of God. 

Mr. Anprews. Off the record. 

(Discussion off the record.) 

Mr. Gore. Thank vou gentlemen very mucb. 
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record pages 1, 3, 3a, and 4 of the justification, to implement the 

record in connection with the supplemental request contained in 

House Document No. 210. 
(The matter referred to is as follows:) 


SUPPLEMENTAL EstTIMATE, FiscaL YEAR 1952 
Summary schedule 


Fiseal year 1952 
Funds available for obligation 


Presently Revised Increase or 
available estimate decrease (—) 
DIRECT OBLIGATIONS 
Appropriation or estimate ‘ $1, 139, 932,750 | $1, 412, 932, 750 $273, 000, 000 
Applied to contract authorization : —340, 000, 000 —340, 000, 000 
Net amount available for new obligation _- ~~ 799, 932, 750. a 072,932,750 | 273, 000, 000 
Prior-year balance reappropriated _ - ; 40), 993, O89 40), 993, O89 
Total direct obligations ~~ 840,925,839 | 1, 113, 925, 839 | 273, 000, 000 
REIMBURSABLE OBLIGATIONS 
Reimbursements for services performed 120, 000 120, 000 
Total obligations 841,045,839 1, 114,045,839 | 273, 000, 000 
Employment: 
Average number, current appropriation 5, 582 
Number positions in this estimate = . 1, 432 


Actual employment, June 30, 1951___-_--- , pad . 5, 709 
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Schedule of costs and obligations by activittes 


Operations: 
Accrued costs: 

Source and fissionable materials 
Weapons 

Reactor development -_ 
Physical research - 
Biology and medicine 
Community management 

Program direction and administration. 


Total operating costs 
Reimbursable work performed 
Increase (+) or decrease (—) in: 

Stores inventories : ‘ 
Special reactor materials inventories. - 
Other special materials inventories 
Working capital. _- > 
Unliquidated obligations 

Other agency transfers 


Total obligations for operations - - 


Plant and equipment: 
Obligations: 

Source and fissionable materials 
Weapons facilities 
Reactor development facilities _ - 
Physical research facilities _ - 
Biology and medicine facilities 
Community facilities 
Administrative facilities 


Equipment not included in construction projects... __| 








_.| 81,278, 471 


Total obligations for plant and equipment 


Grand total obligations 








4, 142, 000 | 

905, 906 | 
60, 558, 399 | 
—263, 000 | 





582, 748, 0. 


108, 381, 675 
27, 844, 293 | 
4, 689, 115 | 
3, 324, 521 
7, 381, 874 
0 

5, 397, 835 


258, 297, 784 


841, 045, 839 





Plant and equipment programs 


Accrued costs: 
Source and fissionable materials facilities 
Weapons facilities 
Reactor development facilities 
Physical research facilities 
Biology and medicine facilities 
Community facilities 
Equipment not related to construction 


Total plant and equipment costs 
Increase (-+-) or decrease (—) in: 
Construction working capital 
Construction net unliquidated obligations 


Total plant and equipment obligations 


..|1, 005, 


Presently | 
available 


| 
—_----—— | 
, 024, 000 | 
7, 440, 000 | 
2 285, 400 | 
5, 495, 000 | 
574, 000 
360, 000 | 
300, 000 
478, 400 | 
a 


| — 754, 


948, 000 | 
128, 616 | 
' 


| Fiscal year 19 





19, 082, 118 | 
5, 385, 095 | 
905, 906 | 
117, 030, 265 
—263, 000 | 


| 
132, 350, 471 | 
111, 906, 675 | 
46, 581. 493 

4,804. 115 | 

4, 007, 521 | 





Costs for plant and equipment reconciled to oblgations, by programs 


| Fiscal year 1952 
| Presently Revised ( rey poy 
available estimate crease (—) 
| 
| | 
| $189, 588, 400 | $249, 960,600 | $60, 372, 200 
| 178,728, 000 | 200, 947,900 | 22, 219, 900 
| 51,435,000 | 64, 692, 200 13, 257, 200 
"| 34,365,600 | 37,265, 600 2, 900, 000 
| 20,049, 500 | 23, 285, 500 3, 236, 000 
| 2,979, 900 2, 979, 900 0 
| 24, 759, 350 31, 066, 974 6, 307, 624 
eee ed ee 
| 501,905,750 | 610,198,674 | 108, 292, 924 
a 120, 000 | 120, 000 0 
—1, 101,000 | 9, 657, 000 10, 758, 000 
16, 480, 000 | 2, 602, 118 


1, 243, 095 
0 

56, 471, 866 
0 


51, 072, 000 
3, 525, 000 
18, 737, 200 
205, 000 
683, 000 


11, 769, 797 
93, 631, 997 


273, 000, 000 





| 
Revised 
estimate 


$845, 
100, 
60, 
6, 

6, 

17, 
36, 


000, 000 
000, 000 
000, 000 | 
700, 000 | 
000, 000 
000, 000 
300, 000 


1, 071, 000, 000 
6, 


—725, 


910, 394 
980, 613 
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Increase 
(+) or de- 
crease (—) 


$38, 976, 
2, 560, 

7, 714, 
205, 

426, 

7, 640, 

8, 000, 


000 
000 
600 
000 
000 
080 
000 
65, 521, 600 

— 37, 606 
+28, 148, 003 


lene Beas 2 DB becicdstun toms 
297,784 | 351,929,781 | 93, 631, 997 
' i 
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Schedule of obligations by object class 





Fiscal year 1952 





| | | 
| : Increase 
-resently | evised | 
Presently | Revisec (4) ode 
available | estimate € 
| available estimate | crease (—) 
hiaiabasinepaenilematipiae sree enmenearenereeereent eee ee ees z 
SUMMARY OF PERSONAL SERVICES 
‘Total number of permanent positions. _---.........-----.----- 5,924 | 7, 356 1, 432 
Full-time equivalent of all other positions Sree ae 37 | | ee 
Average number of all employees- -.-...-.....--.------------- | 5, 582 | 6, 787 1, 205 
| — _ EE = —— — = = 
Personal service obligations: | | 
SE a Pee ee ee | $25, 451, 948 | $30, 948, 132 | $5, 496, 184 
Part-time and temporary positions 4 Sat ene ere 271, 422 271, 833 4ll 
Regular pay in excess of 52-week base --...-...--.-------- | 102, 551 | 119, 229 16, 678 
Payment 5 ae, Oe ES Le re aa | 1, O82, 867 2, 052, 391 969, 524 
Payment to other agencies for reimbursable details....____|_- is tae 13, 751 13, 751 
} 
= ‘ _ oz er CY BOARS eva ge eee 
Total personal services obligations. .........-...-.---- -| 26, 908, 788 a 405, 336 6, 496, 548 
} —— —— | —_——_——— ——————————— 
DIRECT OBLIGATIONS | 
, 
01 Personal services Lispeata tid atch cbt bene ndiy a wane aedee --| 26, 908, 788 33, 405, 336 | 6, 496, 548 
02 Travel ae on Sah ae tame afin Masih ais i tate cio ema a 2, 123, 240 3, 059, 299 936, 059 
03 Transport: ition of things Coe Mee Ae REPS De Sess AS Cee 3, 002, 144 | 3, 061, 719 59, 575 
04 Communication services. Stnsemencunassacesser| 1, 653, 840 1, 852, 748 198, 908 
05 Rents and utilities aed asta satiennanaaaraweenst ,. COREECD | Fey aeOee 4, 969, 740 
GS  Printiig end reproduction... ..-. 2.2.2. .55-<0..n505s-2 50] 256, 155 | 378, 983 122, 828 
07 Other contractual services ena kiciah crac craic 411, 755,828 | 559, 803, 748 148, 047, 920 
Services performed by other age ncies. scescighive wean at 5, 667 70, 711 65, 044 
OG Teese ts PDODTURIS 8 conn once ce ieacsnevecen-c}. Ty 0b O86 | 86, 046, 348 14, 755, 262 
09 Equipment AERIS SS A aE 2S NEE O | 25 , 397,835 | 37, 167, 632 11, 769, 797 
10 Lands and structures ae, Be Poe N | 232,899,949 | 318, 398, 149 85, 498, 200 
13 Refunds, awards, and indemnities_________- lune 10, 500 10, 500 E 
a eee ee ‘ a 80, 119 “80, 119 
Unvouchered __- MEE Ret, Se IID Nee . 100, 000 100, 000 |_____. “e 
OGRE GIPOOE GDEBRCIONEE. nn Sonic cdckesnaccncese --| 840, 92: 25, 839 |1, 113, 925, 839 273, 000, 000 
REIMBURSABLE OBLIGATIONS | 
OY GEG CURTMOR TIRE GAT WIONES oo ono a se nc rncscnnccccacl 120, 000 120, 000 
Total obligations. -.............. Sse et eee ee 841, 045, 839 1, 114, 045, 839 273, 000, 000 





GENERAL STATEMENT 


Mr. Gore. Mr. Dean, the committee is pleased to have you and 
other members of the Commission and your staff present, to enlighten 
the committee upon the need and justification for the supplemental 
request for $273 million for the Atomic Energy Commission, which is 
now before the committee. 

Do you have a statement you wish to make? 

Mr. Dean. I would like to make a brief opening statement, if I may. 

Mr. Gore. The committee will be glad to hear you. 

Mr. Dean. Mr. Chairman, members of the committee, the request 
for supplemental funds which we bring to you today amounts to 
$273,000,000. This figure is made up of $179.4 million for our 
operating program and $93, 6 million for our construction requirements. 

When we appeared before you last March to present our estimates 
for the fiscal year 1952, we expressed the opinion that it probably 
would be necessary for us to request supplemental funds for the 
fiscal year 1952 at some later date. It was evident at that time that 
additional funds would be required to complete our Savannah River 
construction project and that certain portions of the program were 
accelerating beyond our original plans. A firm estimate of total cost 
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for the Savannah River project was not then available and we indi- 
dated it probably would not be until midsummer. Further, our 
regular estimates had been in process of preparation during the first 
6 months of calendar year 1950 and therefore did not reflect the rise 
in wage and price levels which followed the outbreak in Korea. 

The request presented for your consideration today does not include 
an estimate of the balance required for the completion of the Savannah 
River project. It does cover other foreseeable items. Before going 
into this, however, I should like to say just a word about the Savannah 
River project. The latest revised estimate, prepared by the du Pont 
Co. (in collaboration with our Savannah River office), was received by 
the Commission on July 24. At this moment it appears likely that 
the cost for the entire Savannah River project will exceed by several 
hundred million dollars the tentative figure of $900 million which we 
gave you in April in connection with our hearings on the Fourth Sup- 
plemental Appropriation Act for 1951. We discussed with the Bureau 
of the Budget the possibility of transmitting a revised estimate to you 
as soon as our staff review is completed, rather than including in this 
submission an estimate which has not been examined. It is expected 
that this review will take about 30 days and we hope it will be possible 
to incorporate the revised estimate for Savannah with the amount 
requested here. We suggested this course of action rather than waiting 
for the next session of the Congress because present indications are 
that by next March the contractor will have pretty well committed 
presently available funds for this project, and we might run the risk 
of a delay in the construction schedule pending the processing of an- 
other supplemental estimate. The Bureau of the Budget has ex- 
pressed concurrence in this solution of the problem. 

Now, as to the present request. The major portion of the funds 
requested for operations is required to cover increases in the costs of 
our operating program for the fiscal year 1952. The principal factors 
in these increased operating costs are: 

(1) Increases in the unit cost and quantities of domestic and foreign 
raw materials over those provided for in the regular 1952 budget; 

(2) Preoperational and start-up costs of new facilities being con- 
structed with funds provided by the First, Second, and Fourth Supple- 
mental Appropriations Acts, 1951 (our 1952 budget made provision 
for preoperational and start-up costs on a preliminary basis for some 
of the new projects included in the First and Second Supplemental 
1951 Acts, while no provision was made for start-up costs on other 
projects due to the fact that operational plans had not been completed) ; 

(3) Acceleration of operating programs, including production and 
research and development phases, over that contemplated in our 1952 
budget; and 

(4) Wage and price increases which have taken place subsequent to 
the May and June 1950 levels used in the computation of our regular 
1952 budget. 

The request for funds under our operating program also includes 
some $56 million required for obligation in fiscal year 1952 to finance 
costs to be incurred in 1953 under our major operating contracts 
because of the higher level of operations now contemplated. 

With regard to the facilities being constructed with 1951 supple- 
mental funds, some of those will go into operation during fiscal year 
1952, while others are scheduled to start operations during fiscal 
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year 1953. Prior to the actual operation of these plants for produc- 
tion, it is necessary to assemble and train the operating crews, to 
procure the supplies and materials necessary to initiate and maintain 
production, to test run the plants and to do whatever debugging is 
necessary so that the scheduled production of materials from the 
plant will not be delaved. The assembling of operating crews ordi- 
narily takes place some 6 months prior to the scheduled completion 
of construction. 

The funds requested for construction provide for (1) adjustments in 
previously budgeted projects, and (2) the construction of new pro- 
jects, the need for which has become evident since our original 
submission. 

The total estimate takes into account all funds previously appro- 
priated to the Commission, including the unobligated balance, on 
June 30 last, of 1951 funds which will be reappropriated by our 1952 
appropriation act and the amount presently provided for the Commis- 
sion in the Independent Offices Appropriation Act for the fiscal year 
1952. 

We are proposing no changes in appropriation language at this 
time. Depending upon the final action on the Independent Offices 
Appropriation Act for 1952, relating to personal services estimates for 
the Commission, it may be necessary at a later date to request some 
modifying language. 


NEW REACTOR CONSTRUCTION 


Mr. Gore. How much new construction is there involved in this 
request? 

Mr. Dean. The total construction figure is $93.6 million. 

Mr. Gore. What is the nature of the construction? 

Mr. Dean. There are no outstanding large elements in it. It is 
a miscellany of things running throughout the various divisions. 

Mr. Gore. I noticed one new reactor, as I read the justifications. 

Mr. Dean. There are several reactor items. 

(Discussion off the record.) 

Mr. Gore. Do you contemplate any additional reactors or piles 
at Savannah or Hanford, Washington, in the present estimates? 

Mr. Dean. Not in this estimate, Mr. Chairman. 

Mr. Gore. Is there anything in this estimate relating to heavy 
water or for the production of -heavy water? 

Mr. Coox. The production of heavy water is covered in this 
estimate under Stores Inventory. 

(Discussion off the record.) 


OTHER NEW CONSTRUCTION 


Mr. Gore. Mr. Dean, what other construction item do you have 
in this supplemental? 

Mr. Dean. Looking to the larger ones, | would point out that there 
is one for $23,500,000, which is for the feed materials production 
facility at Fernald, Ohio. The reason for this increase is partly 
because the cost of this is going to be more than we anticipated and 
partly because when we originally submitted a figure to the Bureau of 
the Budget of $40,500,000, they estimated that we should be able to 
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reduce it to $30,500,000. So this represents the difference between 
$30,500,000 and the total estimated cost of the project which will be 
$54 million. 

This is a large feed material center for the processing of raw materials 
and getting it into the various forms necessary before it goes to Oak 
Ridge or to Hanford. 

(Discussion off the record.) 

Mr. Gore. Proceed with the construction items; that is, that part 
of it that you can put on the record, Mr. Dean. 

Mr. Dean. In order, I would say the next one was the separation 
plant at Oak Ridge. May I go off the record on that? 

Mr. Gore. Yes. 

(Statement off the record.) 

Mr. Dean. There is an item for 300 additional family dwelling units 
at Hanford, coming to $4,500,000; and another item in the community 
program at Hanford which is designated ‘Disaster facilities,’ $3,- 
105,000. 

Mr. Shaw could talk to the housing units and tell you why we need 
those at Hanford. 

CIVILIAN DEFENSE 


The second one is a civilian defense item and it grows out of a feeling 
on the part of the Commission as to the vulnerability of Hanford over 
all of our other installations and the necessity for having some kind of 
rough type of shelter, very inexpensive shelter—I mean simply a con- 
crete pipe with no finishing on the inside, into which our people could 
go—people who are operating in the pile areas in case of a real emerg- 
ency; and also enough shelter to take care of the people of Richland— 
the families and off-duty workers in case Richland were attacked. 
Richland is a particularly vulnerable spot, too, because it is open land; 
the target is easy to define, it is within the bombing possibilities of a 
hostile power coming around the North Pacific and we feel a particular 
obligation to do this at Hanford. 

We have not inserted in our budget any request for funds at other 
installations. 

Do you want to talk to the housing, Mr. Shaw? 


HOUSING FACILITIES 


Mr. SuHaw. The situation on facilities for the housing of workmen 
has considerably changed since a year ago as we increase the number 
of operating plants to come in; the additional reactor which was 
authorized after the submission of our original 1952 regular budget, 
and there was an increased requirement on personnel. So that we now 
have a need for, as we predict, about 1,000 additional dwelling units 
in the area, but this request is for 300 units only. It is significant to 
point out that we have 600 people waiting there for houses now. It 
is also significant to point out that the efforts to obtain housing con- 
structed by private builders has run afoul of a very serious snag with 
reference to the level of rents at Richland which affects the economic 
feasibility from the standpoint of private construction of houses. 
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RESTORATION OF REDUCTIONS IN REGULAR 1952 ESTIMATE 


Mr. Gorr. Thank you. Mr. Dean, as I read this justification 
coming up on a plane last night from Tennessee, I was unable to 
escape the impression that maybe the action of this committee in 
making reductions when the regular bill was recently before use, had 
amounted to nothing; that the Commission had continued to spend 
money as it saw fit and regardless of any warning or admonition of the 
committee. In numerous places I had that impression, reinforced 
particularly when I read in one place that this supplemental was 
requested in order to bring about a restoration of the reduction recom- 
mended by the House. 


BIOLOGY AND MEDICINE PROGRAM 


Mr. Dean. Which item are you referring to, Mr. 
biology and medicine? 

Mr. Gore. It is on pages 22 and 23 of the justification. 

Mr. Dean. We put that in, very frankly, for this reason—— 

Mr. Gorn. Well, it was very frank. 

Mr. Dean. Not in any way to be contemptuous of the committee, 
but to label it as such, so there would not be any misunderstanding 
about it. So far as this ‘Biology and medicine”’ request is concerned, 
it is in the nature of an appeal to this committee to reconsider that 
item. When the cut was made—and the reference to it, of course, 
in the House report, was unequivocal in language, and we will live 
with it if it is not changed; but we want to be able to bring it up 
to you again to show you what actually would have to be cut if that 
goes through. 

For example, it was the conclusion of our own people in Biology 
and Medicine that one of the easiest things to cut in the biology and 
medicine program would be the free distribution of isotopes to hos- 
pitals, simply because you could always charge people for this service. 
Now where they are going to have cancer treatment we send them 
free, but somebody could pay for them, if that is the wish of the 
committee, and it seemed an easy place for our Biology and Medicine 
people to cut. 

I said I thought we had some obligation to tell your committee 
what those programs would be that would have to be cut and they 
gave me a list of three or four other places which could be cut, notably 
in the field of cancer. 

I said, | do not think that is going to be enough for the Appropria- 
tions Committee. I think you have to tell them what vour total 
program is and then if they look at that program and are then willing 
to indicate where we should cut, then we will know precisely where 
to cut. 

Mr. Gorse. Why would the reduction particularly have to come in 
the cancer program? 

Mr. Dean. That is the exact question that I asked. I said, “‘give 
me the list of all our biology and medicine programs, and be prepared 
to show this committee where the cuts would come if they did not 
occur in the cancer program, and let the committee evaluate it.” And 
they are prepared to do that. Is Dr. Warren here? 


Gore? Is that 
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Dr. WarreEN. I am here, sir. I have prepared 

Mr. Gore. Excuse me, Doctor. We shall come to that; in our 
regular consideration. Before we come to that, I would like first, 
Mr. Dean, to treat with the general proposition of which I cited this 
as an instance. 

Mr. Dean. I understand. 

Mr. Gore. I may have received an erroneous impression, but it 
seemed to me that the Commission had given no consideration to the 
recommendations of the committee except to come back and ask us 
to lick our calf over again. 

Mr. Dean. I think the impression is erroneous because in most 
instances we have simply lived with the report as you gave it and we 
have absorbed those cuts. In two instances, notably biology and 
medicine and, in a sense, the requests for additional personnel in our 
8,000 program—that is, AEC emplovees, which were cut by the 
House—we are coming back for more there, showing the 5-percent cut 
as vou have given it, but also asking you for restoration and an 
additional amount over and above that which, the needs of the 
program, we think, require. In that sense only is your impression 
correct. I think there is no other place in the program. 

Mr. Boyer. Those are the two instances, “Biology and medicine,”’ 
and “Program Direction and Administration.’’ In the other cases 
we have either lived with the reduction or applied savings of prior 
vears. 

Mr. McCarrny. On the K-31 project we have made a saving of 
$28 million which has been applied in this budget, Mr. Chairman. 

Mr. Gore. You made a saving of construction cost? 

Mr. McCarrtny. That is right, applicable to our construction cost. 

Mr. Gore. What you really mean is, is it not, that the construction 
cost was $28 million under your estimate? 

Mr. McCarruy. Under our estimate, that is right. We have 
applied it to the estimate here. 

Mr. Gore. So you may not have saved necessarily? 

Mr. McCartuy. We have not reduced the total of the 1952 projects 
by the amount of the House reduction, that is true. 

Then there was an unobligated balance of $40.9 million from 1951, 
as of June 30, of which $28.6 million represented projects deferred 
from 1951, which we did not get under contract and which will be 
obligated in 1952. The balance is applied as savings toward the 
House reduction. 

INCREASE IN PERSONNEL 


Mr. Gore. I noticed a rather large increase in personnel; not a 
large increase in administrative staff of the manager at Oak Ridge, 
but in that particular case there was an increase of several people 
and I wordered why that would be necessary—that is, in the manager’s 
office at Oak Ridge. Could that be because of the supervision required 
on the Kentucky operations? 

Mr. Boyer. You are talking about that which is projected in the 
budget; is that right? 

Mr. Gorr. In this supplemental; yes. 

Mr. Boyer. Mr. Sapirie is here and he might speak to that. 
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SUPERVISION OF PADUCAH, KY., OPERATIONS 


Mr. Sapirie. That is partly due to the added responsibility related 
to the Kentucky area, and it is partly due—— 

Mr. Gore. What supervision do you have of the Paducah operation? 

Mr. Saprrie. The Paducah operation comes directly under Oak 
Ridge. The operating contractor is the same operating contractor 
we have at Oak Ridge on the gaseous diffusion plant; the architect 
engineers are all prime contractors under the Oak Ridge operations. 
The construction contractor is a prime contractor under AEC, under 
Oak Ridge operations. We have the area manager at Paducah 
reporting to Oak Ridge. He reports directly to our office. 

Mr. Gore. How many new people are you requesting in this 
supplemental under your supervison? 

Mr. Sapirie. Under our supervision we are requesting 26 people 
directly related to the Paducah operations—Kentucky is going from 
74 to 100, or 26 persons—and the balance of the program is going 
up a total of 111 additional positions, or an over-all total of 137. 

Mr. Boyer. I might point out that as of the Ist of July, before 
the conference report was out—lI believe my date is right; it is subject 
to correction—we put a freeze on employment in the Commission and 
we stopped employment of other than those people whose clearance 
was processed and to whom prior commitments had been made 
for hiring. So that we are not unmindful of the action of the com- 
mittee. However, we are faced with the problem of taking care of 
this increased program and we have in mind the admonitions of the 
committee when they said that they felt we probably were not ade- 
quately staffed in one of the prior hearings. When we have programs 
going up in dollar volume, such as we have, it just takes more people 
to do the job. 

Mr. Gore. I was trying to draw from Mr. Sapirie, or whichever 
one of you gentlemen want to answer, how much of the increased 
personnel under his supervision is related to the Paducah plant and 
much to the K-31, and how much to the new operations. 

Mr. Saptrie. May I amplify that I said just a minute ago? 

Mr. Gore. Yes. 


ADDITIONAL EMPLOYEES FOR OAK RIDGE AND PADUCAH 


Mr. Sapirte. The additional number at Paducah is 26, as I men- 
tioned. At Oak Ridge the total will be 111. Of those 111, 41 are 
related to security. This additional personnel is required because of 
the added emphasis on our security operations. The next major item 
is an increase of eight, in the Assistant General Counsel’s office. 
That is due largely to the additional contracts that we have relating 
to the construction of the Paducah plant. 

Mr. Gore. | particularly checked that as I read it over an I 
wondered why you would need eight more lawyers. 

Mr. Sapirie. Eight more positions, of which three are lawyers, 
reflects an increase of roughly 25 percent over what we had before. 
The man-vear increase 1s “only 2 however. We are adding to our 
program, roughly, a $500-million construction job at Paducah, 
which includes many lump-sum and CPFF-type subcontracts and 
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purchase orders, all of which have to have the review of our General 
Counsel’s office at Oak Ridge. 

Mr. Gore. How many of these 111, none of whom, as I understood 
you tosay, are required because of the Paducah operations, are required 
because of new plants to come into operation at Oak Ridge? 

Mr. Saprrre. | may have given you the impression—I may have 
been misunderstood—that none of the Oak Ridge people are required 
because of the Paducah operations. 

Mr. Gore. | understood you to say that 26 additional were required 
at Paducah. 

Mr. Saprrte. In the Paducah-area office. In addition to that we 
have responsibilities at Oak Ridge for the Paducah operations and part 
of the 111 are required because of that expanded responsibility. 

Mr. Gore. You have not yet responded to my inquiry as to how 
many—if you can answer the question—of the 111 are required be- 
cause of new-plant capacity at Oak Ridge? 

Mr. Saprrie. That number would be relatively small. That is, 
we have distributed throughout this program additional people, 
for example, in the Supply Division, due to the added workload, 
because of the controlled materials plan, priorities, and so forth. 
Their work is largely related to the new construction program at 
Paducah and to the completion of the construction program at K-31 
and the expansion at Y—12. 


ADDITIONAL SECURITY REQUIREMENTS 


Mr. Gore. Mr. Dean, what is the nature of the additional security 
requirements or the security requirements as of now at Oak Ridge 
which would make necessary the employment of 41 additional people? 

Mr. Dean. I assume Mr. Sapirie is referring to the fact that at the 
present time the security staff is practically nil at Paducah, because 
you are in a construction period, and you do not have a security 
problem until you get your foundations laid, and you begin to bring 
your equipment into the C-31 and C-33. Then you do have to have 
security people there in some number. You have a patrol problem. 

Mr. Gore. I did not get that impression from reading the justifi- 
cation. 

Mr. Watier. The reason for the increase is twofold: One is 
security clearances, which have gone up sharply because of the large 
construction project at Paducah, and also at Huntington. 

Secondly, you have a sharp increase——— 

Mr. Gore. Is the Huntington operation under the Oak Ridge office? 

Mr. Wauier. Yes; and that accounts also for part of this in- 
crease. Second the shipment security and courier service has 
stepped up, of course, with the transportation of more materials and 
documents and there is another increase at Oak Ridge itself, in the 
guard force around the plants. Since Korea the security program 
has tightened up in many of its aspects on such things as visitor con- 
trol, keeping a closer eye on possible espionage and sabotage activities, 
and a closer liaison with the contractors. 

Mr. Gore. Just how has the conflict in Korea affected the problem 
of visitors at Oak Ridge. 

Mr. Wa ter. It has probably reduced the amount of traffic into 
Oak Ridge on the part of the project personnel. There is a tightening 
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effort throughout the system, to compartmentalize information even 
among the cleared people, so that there is constantly maintained a 
tight control over the degree of access which any one man has to all 
parts of the business. 

So this calls for assuring that project people who move throughout 
the project actually have to have this kind of accéss in order to get 
the job done. Since Korea there has been a general tightening 
throughout the entire country on our physical and information 
security, and the impact is not limited to the Oak Ridge office. 

Mr. Gore. How many of these additional 41 people would be 
guards, patrols? 

Mr. Watuer. I will have to check that. There are I think 28 
guards and couriers and the others are distributed through the 
personnel security section, handling the personnel security processing. 
Of course, they are also handling all the major security problems from 
Paducah, even though at Paducah you have a small security staff. 

These 41 positions are broken down to 28 guards and couriers and 
the remaining are scattered through the personnel security branch. 
We have added two trainees down there, because we have felt in the 
security program that it would be best to keep a couple of voung 
trainees coming in, in order to have people who are qualified in 
security, and skilled in this rather unique business. 

A large number of these are clerks, people just handling papers and 
typing forms and filing reports. There are about five of those in the 
Security Director’s office. 

Mr. Gore. Thank you. 


ADDITIONAL COST OF SOURCE MATERIALS 


Mr. Dean, 1 was impressed by the additional cost of source and 
supply of fissionable materials and ores. 

Mr. Dean. That is rather substantial. 

Mr. Gore. Will you make a statement with respect to that, Mr. 
Dean? 

Mr. Dean. It has been customary for us, Mr. Chairman, to lump 
together in our budget presentation the amounts necessary to pur- 
chase ore and the cost of processing feed and fissionable materials, 
in one heading, in the unclassified budget. In the classified budget, 
however, vou will note that the items are broken down indicating the 
amount which goes to ore raw source materials on the one hand, and 
fissionable material on the other. 

In order to discuss with you the raw materials picture, I think we 
would have to go off the record for a few moments. 

Mr. Gore. All right. 

(Discussion off the record.) 

Mr. Gorr. Now we will go to Dr. Warren. 

Doctor, explain to us what we have done to you. 


RECONSIDERATION OF BIOLOGY AND MEDICINE PROGRAM 


Dr. Warren. Thank you for the opportunity. I am afraid I did 
not do a very good job this spring when I had the opportunity to 
speak with vou. 

In essence, as you brought out earlier, Tam asking for an opportunity 
for a reconsideration of the program and what effect this cut would 
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have on our program. I have a brief introductory statement that I 
could hand over for the record, if you wish, and then I could mention 
the high lights in it now. 

Mr. Gore. That would be fine. 

(The statement is as follows:) 


INTRODUCTORY STATEMENT OF THE DIVISION OF BIOLOGY AND MEDICINE 


The responsibilities of the Commission under the Atomic Energy Act with 
respect to biology and medicine have already been detailed in the presentation 
of the original budget for fiscal year 1952 to this committee and need not be re- 
peated here. It is desirable, however. to reiterate that the Division of Biology 
and Medicine, in addition to being charged with the protection of the health of 
the employees of the Commission and the communities associated with the pro- 
ducing plants, is also specifically instrueted to advance the boundaries of knowl- 
edge relating the uses of atomic energy to human health and welfare. 

With the enormous expansion of the program of the Atomic Energy Commis- 
sion, new processes and new substances have created new dangers whose nature 
must be determined in order to minimize the risks. The current program repre- 
sents the orderly fulfillment of the broad plans developed in 1948 when the AEC 
program as a whole was much smaller and the present extent of the use of hazard- 
ous substances was not envisaged. 

The proposed cut-back of the program to a level less than that actually achieved 
in 1951 would mean the end of the progressive development planned for these 
years and a renouncing ot the coordination of the biomedical program with the 
expansion of the physical facilities. 

As the medical program has steadily developed, the costs, which at first lagged 
greatly behind the approved obligations, have more closely approximated the 
latter as we have come closer to the end of the planned expansion. Any sharp 
cut-back now would cause loss of the results of many projects now partially 
completed. It would also establish a climate of apprehension and lead to charges 
of bad faith in scientific institutions throughout the country. 

In addition to the postponement and elimination of research activities funda- 
mental to the public welfare for which the Commission possesses unique facilities, 
such as in the cancer research program, there would also be postponed or elimi- 
nated many projects related to radiological warfare. The meeting of radiological 
threats against both people and the agricultural products upon which the popula- 
tion depends for food would have to yield to the more immediate problems related 
to the protection of plant personnel and to current operations. This conclusion 
is based on the assumption that the action of the committee indicates, on its part, 
a belief that a vigorous program to anticipate and counteract the effects of atomic 
attack is not now necessary. 

Those portions of the biomedical program that deal with the peacetime utiliza- 
tion of nuclear tools for human betterment are the ultimate and long-term values 
of the employment of atomic energy in human history and we should not permit 
the pressing demands of the immediate emergency to cause us to lose sight of 
them. To increase vastly the production of weapons while at the same time 
reducing the resourees devoted to medical and social progress is to hamper our- 
selves and to place an effective propaganda weapon in the hands of those opposed, 
to the security of this country. 

We respectfully urge that the committee act favorably on the items presented 
in this supplemental budget request. 


Dr. Warren. With the tremendous expansion of the program of the 
Commission, new processes and new substances are creating new 
hazards, and the nature of those hazards we have to determine in order 
to minimize the risks. The program we had initially planned was one 
representing an orderly development from when we started in late 
1947 and early 1948 to reach a plateau in 1952. The proposed cut- 
back of the program to a level less than that actually achieved by 
fiscal year 1951 would mean the end of the progessive development 
we had and essentially a renouncing of the coordination of the bio- 
medical program as a whole with the expansion of the over-all activities 
of the Commission. 
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Mr. Gorz. That sounds like a rather drastic thing. Just how 
much did we reduce you percentagewise? 

Dr. Warren. You reduced us 10.8 percent, I believe, or 10.5 
percent. 

Mr. Gore. A 10 percent reduction would do those things to the pro- 
gram? 

Dr. WarrEN. Yes; because this is an increasing program on the 
part of the Commission as a whole; that is, this particular part of the 
program is being cut back at a time when new facilities and new 
substances are coming into use—substances the use of which was not 
foreseen when we originally planned our program for 1952. 

Mr. Gore. What substances, for instance? 

Dr. Warren. The most important of the new ones are the hydro- 
gen-3, tritium, and carbon-14 is looming up more importantly. 

Mr. Gore. What are you doing with tritium in the field of bio- 
logicals? 

Dr. Warren. Because there are people involved in working on 
tritium, we have to know where the potential hazards of it exist, how 
it acts in the body, and how to treat people who might be accidentally 
exposed to it. We hope accidents won’t happen, but we have to be 
ready if they do. 

As the medical program has steadily developed, the costs, which at 
first lagged greatly behind the approved obligations, have more 
closely approximated the latter as we have come closer to the end of 
the planned expansion. Any sharp cut-back now would cause loss of 
the results of some of the projects now partially completed which we 
would have to discontinue and would also establish some degree of 
apprehension and uncertainty among the scientists with whom we 
have been working. 

We have looked over the things we would try to cut back, and the 
free isotope distribution program has been mentioned. Another point 
that we feel would probably be affected in cutting back is the study 
to meet radiological threats from a radiological warfare standpoint. 
We assume the committee would not advise cutting back the program 
as drastically if they felt there was any immediate or imminent risk in 
this field. 

I would like to point out that these portions of the biomedical pro- 
gram where we deal with the peacetime use of results of atomic energy 
for human improvement are perhaps the ultimate and long-term values 
of the program, and we should not permit the demands of the present, 
no matter how pressing they are, to cause us to lose sight of that. 

I think also one has to. weigh the point that if at the same time we 
vastly increase the production of weapons we cut back on the humani- 
tarian uses, that is putting a pretty potent propaganda weapon in the 
hands of those who are accusing us of imperialistic designs and as 
being concerned with war. 

Mr. Gore. I do not think we are going to be worried too much about 
the propaganda weapon. 


CANCER PROGRAM 


Tell us about this cut-back of the cancer program. 
Dr. Warren. Our first and primary responsibility is to maintain 
the health and safety of workers in the plants in a program that 
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cannot go on unless that is done. The second thing we have to do is 
to maintain the safety of the people around the plants. Those are 
absolute musts. Now, when we make cuts beyond that, say, in the 
humanitarian and long-range aspects of the program, we feel some 
of that can be done in the cancer field in the isotope program; that 
we can postpone the opening of the Argonne Cancer Hospital which 
we planned to open up this spring. 

Mr. Gore. I thought you already had one cancer hospital open. 

Dr. Warren. We have one at Oak Ridge. We have one under 
construction, the Argonne Hospital. We have 10 beds at the Brook- 
haven National Laboratory. 

Mr. Gore. Why would you need three cancer research centers? 

Dr. Warren. Those were approved in the past in order that special 
facilities that each of our major national laboratories has (which are 
diverse facilities, as you know) could be brought to bear on this 
program. 

Mr. Corron. Dr. Warren, | was much concerned about the situa- 
tion in your department. Mr. Dean a short time ago mentioned that 
if any economy was to be instituted, it might have to be the charging 
for the furnishing of isotopes for cancer treatment. 

Mr. Dean. Cancer and the free distribution of isotopes seem to be 
the things that could go out easiest. 

Mr. Corron. For general health treatment? 

Mr. Dean. Yes, sir. 

Dr. Warren. That, of course, is only a small part of our total cost. 

Mr. Corron. That would not take care of anywhere near 10 
percent? 

Dr. Warren. No, sir. That takes care of $450,000. 

Mr. Corron. | wanted your comment on this. If we are going to 
drive ahead at full steam in this vital work of the Atomic Energy 
Commission, which at the present time is so vitally important to 
national defense, agreeing it would be a winderful thing and there is 
the humanitarian need to take care of cancer treatment, should it not 
however, be borne by another branch of the Government? If, as a 
Government policy, we are going to furnish free material for treating 
cancer, | do not know that there is any fundamental reason why the 
Government should not furnish free insulin treatment for diabetes 
or any other disease—in other words, socialized medieme. And if 
that is going to be the governmental policy, it really should not be 
inaugurated through this Commission; should it? 

Dr. Warren. | would like to point out there, if T might, that this 
represents purely an exploratory thing to see what isotopes are worth, 
and just as a pharmaceutical concern, when it develops a new drug, 
supplies that new drug free to doctors for awhile to test it out until 
it becomes clearly established, so we have been supplying isotopes 
free for this purpose in the cancer field. [do not think this should be 
a long continued thing, but I do think it should be kept up for a few 
vears until we have had a chance to evaluate what they are worth. 
Then I think it ought to be on the basis of the patient paving for it, 
just as they pay for the series of sulfa drugs or penicillin, once the 
value has been established. 
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TRAINING PROGRAM 


Mr. Corron. What percentage, if any, of vour funds is used for 
contracts with colleges and institutions to train new scientists? Is it 
in your department that those funds are used? 

Dr. WarreEN. Yes. 

Mr. Corron. Roughly what percentage of your funds goes into 
that work? 

Dr. WarreN. It is hard to state exactly, because we keep them 
coming in two ways. One is ina direct training program for which we 
have allotted $5: 34,000 and for which we are asking no increase in this 
supplemental estimate. The second way in which the supply of 
trained personnel is established is this: When we have a research 
project at a university, very frequently graduate students and under- 
graduate students are worked in as he ‘Ipe rs on the project, so that they 
learn how to work with atomic ene rgy materials and learn the tech- 
niques involved. That, however, is in the ordinary course of the 
work and does not have to be especially paid for. 


PROGRESS IN CANCER TREATMENT 


Mr. Anprews. Could you tell us briefly what progress you are 
making in the field of cancer? 

Dr. Warren. Yes. I think there are three very striking new 
things that should be explored and that, are in process of being ex- 
plored. You may have read a recent statement in Colliers about 
the use of the atomic pile at Brookhaven for the treatment of brain 
tumors. In this very serious condition promising results have been 
obtained on the cases tried thus far, superior to those that have been 
obtainable with any other method of treatment. 

Second, there is work going on with the very high-energy particles 
in the range of 50 to 70 million volt particles that looks as though 
we could get a better depth dose in the vicinity of the tumor with less 
harm done to the tissues intervening between the tumor and the 
outside. That is, if we have a tumor of the lung, we can concentrate 
our dose in the region of the cancer and not damage the ribs and the 
skin and muscles that le in between. 

The third point is in the utilization of some of the isotopes which 
have not been tested—radio gallium, for example, which is being 
observed and looks as though it will be helpful in some 10 discoveries. 

Mr. ANprEws. So you feel you are making progress? 

Dr. Warren. I feel there is progress being made; yes, sir. 

Mr. ANprews. Is there any case,where you have had a cure? 

Dr. Warren. It is far too soon to say. We do not like to say there 
are cures until patients have gone at least 5 years without evidence of 
a return of the disease. 

Mr. Gort. Now, Mr. Cook, give us a thumbnail sketch of vour 
experience In Operation. 

(Discussion off the record). 

Mr. Gore. Thank you, Mr. Cook. 

Mr. Anprews. Mr. Dean, this request is for $273,000,000; is that 
right? 

Mr. Dean. Yes. 
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Mr. AnprReEws. $93,000,000 of which is for new construction, or 
agement construction? 
Mr. Dean. That is correct. 


COST OF LABOR AND MATERIALS INCREASED 


Mr. Anprews. Did I understand you to say that the $179,000,000 
requested in addition to the $93,000,000 for construction is due 
primarily to the increased cost of labor, materials, and so forth, since 
the Ist of July, 1950? 

Mr. Dean. That is a fairly large factor in it, but it is only one of 
them. Estimates have been made at our various field operations as 
to the increase in cost of materials, wages, and so forth, and they vary 
from installation to installation, but it will be something on the order 
of 10 to a high of 17 percent. . 

Mr. Anprews. So a substantial part of this $179,000,000 is for 
increased costs that have occurred since July 1, 1950? 

Mr. McCarruy. Our survey showed roughly 10 to 17 percent 
increase over the levels that we used for both wages and prices in our 
original budget. Since we have a geographical dispersion you have 
to give a weighted average to each of our various offices, but for the 
wage increases that have occurred in each office and the price of 
material, there has been roughly a 10 to 17 percent increase on the 
average. 

Mr. Gore. Are you including in this average the increased price of 
domestic ores? 

Mr. McCarruy. No, I am not. This is just on the wages at our 
various laboratories and plants and the materials—chemicals, for 
instance—going into the operations and the laboratories. 





COSTS OF PROGRAM DIRECTION AND ADMINISTRATION 


Mr. Corron. On page 3 of the schedule of costs I notice program 
direction administration, and an increase of $6,307,000. Have you 
already indicated what that covers? 

Mr. Boyer. We mentioned that was the increase in personal 
services. You may recall that Mr. Dean cited two instances where we 
asked for restitution plus an increase in activity. This represents one 
of them where we were asking to have the limitation removed on 
personal services, and we put the money in here to do that, plus our 
estimated increased requirement. The explanation made at that 
time was that as of July 1 we had put a freeze on our employment, 
and awaited the action of the Appropriations Committee. However, 
the magnitude of our program is such that we must have an increase 
in personal services to administer it properly, in our estimation. 

I think that I would like to add at this point that the percent of 
cost of personal services expressed as a function of, our operating 
cost—not our construction program—is 5.1, and shows no increase 
over the past year, so percentagewise, even with this supplemental, 
it would be no higher, based only upon our operating costs, than it 
was last vear. 

Mr. Corron. Do you mean by that that the added amount is 
because of added activities? 





















57 


Mr. Boyrr. Added activities. You see, in addition to the operat- 
ing program we have almost $1,750,000,000 in a construction program 
that we are carrying out, but I did not use that number in the total 
in arriving at this percentage of our personal services. 

Mr. Corron. Assuming that the regular independent offices bill 
then goes through in its present form, and forgetting for the moment 
this supplementary request, your personnel would have to be reduced 
by what percentage? 

Mr..Boyer. It would reduce it somewhere from 500 to 550 separa- 
tions, depending upon the amount of separation pay and the amount 
of time we carried on at our present rate until the bill became an act. 

Mr. Corron. That would be about what percentage? 

Mr. Borer. About 10 to 12 percent. 

Mr. Corron. Would that be an over-all reduction in all personnel, 
or would it be in certain departments? 

Mr. Dean. It covers all of the Atomic Commission employees, as 
distinguished from contractor employees. 

Mr. Corron. You stated, I believe, that you had already planned 
to a certain extent to apply that, if you had to apply it. 

Mr. Boyer. I do not believe we made that statement anywhere in 
our testimony. 

Mr. Corron. Have you made any plans where you would apply it? 

Mr. Dean. Frankly, it has bothered us a lot because it depends on 
how you are going to cut, whether it is 350 people or 550 people, and 
what salaries they are then getting. That is because this is a dollar 
cut and not in terms of numbers. That is the range of people we 
would have to drop from the payroll, between 350 and 550. 

Mr. Corton. If you are granted in full this supplementary request, 
instead of dropping 350 to 550 employees, you will increase by how 
many? 

Mr. Watuer. One thousand four hundred and thirty-two positions 
or about one thousand two hundred and five man-years—the old 
man-year figure. 

Mr. Corron. Which represents a percentage increase of about 
what? 

Mr. Water. Seventeen and one-half percent. 

Mr. Boyer. There is no percentage increase in terms of ratio to 
operating cost. 

Mr. Corron. On page 3A the increase in community facilities is 
for the new houses mentioned a few minutes ago? 

Mr. Boyer. Made up essentially of two items, 300 houses for 
Hanford and the other principal item there is for bomb shelters for 
the community of Richland near the plant at Hanford. 

Mr. Corron. $7,640,000? 
Mr. Boyer. That is right. 


POSSIBLE CHANGE IN APPROPRIATION LANGUAGE 


Mr. Corron. Mr. Dean mentioned in passing that if this supple- 
mental is not approved substantially as presented there might be a 
question of modifying the language of the regular bill. Would you 
care to indicate what you meant by that, Mr. Dean? 
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Mr. Dean. What bothers us particularly is the prospect of having 
in the 1952 bill a limitation on the dollars that may be spent for 
personal services—in short, a 10-percent cut of ouremployees. We are 
very anxious that that limitation not appear. Two or three situations 
have arisen recently which have demonstrated to my mind how dif- 
ficult it is if you do not have a little flexibility. One of them comes 
up out at Hanford, for example, where the General Electric Co. 
has been letting the construction contracts as our prime contractor. 
All the contracts have been let directly by the General Electric Co. 
In our opinion, we could better discharge our responsibility if our 
Atomic Energy Commission office there at Richland actually super- 
supervised those contracts and let them, negotiated them, and so 
forth. This, in the long run, I am sure would save money because 
I think it will take us fewer people to do it than the General Electric 
Co. is now using. That is one illustration. 

We think it highly desirable from the standpoint of the program 
those people be on the Atomic Energy Commission program rather 
than on the payroll of the General Electric Co. That is the type of 
situation that arises during the year and it is very difficult to antici- 
pate it. 

Mr. Corron. This supplemental request does not carry any request 
for funds for community activities or community facilities other than 
that one item for 300 housing units and the bomb shelters? 

Mr. McCarruy. That is the increase only. 

Mr. Corron. I am talking about the supplemental. 

Mr. McCarruy. Those are the only items. 

Mr. Corron. The supplementary request does not carry anything 
for distribution of fertilizer? 

Mr. Dean. No. 

Mr. Corron. Or for any fertilizer program? 

Mr. Dean. No,sir. The only reference to that program in any way 
is that of Mr. Johnson, to the research and development work of the 
several little pilot plants that he spoke of in the phosphate industry. 

Mr. Corron. Does it carry any funds—and I am speaking of the 
supplemental appropriation—for contracts with colleges and universi- 
ties and laboratories for the training of scientists so that you will 
have a new source of scientists to draw from to come into your ranks? 

Mr. Dean. You are referring to the fellowship program? 

Mr. Corron. Yes. 

Mr. Dean. There is nothing in either physical research, or biology 
or medicine. There is nothing in the fellowship program. 

Mr. Corron. And it does not carry money for any activity (again 
excepting the houses’ and the bomb shelters) that is not directly 
involved in your program for national defense; is that correct? 

Mr. Dean. Yes. 

Mr. Corron. There is no byproduct program and no educational 
program? 

Mr. Dean. No, sir. 

Mr. Anprews. Did I understand you to say, Mr. Chairman, that 
if you did not get this supplemental request, vou will have to get rid 
of about 350 to 550 employees? 

Mr. Dean. Even if we do not get the supplemental and the 10- 
percent cut should come about, which we hope will not be the case, 
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because I understand that is a subject of conference discussion at 
the moment, we would then have to, if we got the 10-percent cut, 
fire between 350 and 550 people who are now on the payrolls. 

Mr. Anprews. So, if the 10-percent cut goes through on the regular 
bill, you will fire 350 to 550 people? 

Mr. Dean. That is true. 

Mr. Anprews. If you get the amount requested in the supple- 
mental bill how many new employees will you take on? 

Mr. Dean. 1,432 positions will be added by this supplemental 
quest. 

Mr. Anprews. What is your total employment now? 

Mr. Watuer. 5,809 on July 31. 

Mr. Anprews. If you add to that 1,432. 

Mr. Waiter. The 1,432 is the figure above the base budget, sir. 
We have a total average payroll of 6,787 people anticipated in this 
supplemental bill. 

Mr. Anprews. And you had as of July 31, 5,809? 

Mr. Wauuer. Yes. 

Mr. Anprews. You plan with this supplemental to add 1,432 
positions. 

Mr. Water. Correct. That is 1,432 above the base budget. 

Mr. Anprews. What will happen if the Congress passes a bill 
increasing the salaries of all Government employees across the board 
$400? 

Mr. Dean. We had not anticipated that delightful prospect. 

Mr. Water. We have been doing some paper and pencil work on 
that. Unless there are funds made available——— 

Mr. Anprews. Which will not be in this bill— 

Mr. Wauuer. It would mean a reduction of Atomic Energy Com- 
mission staff. We do not have the available cash to meet such an 
increase. That would run roughly 7,000 employees at $400 apiece, 
or $2,800,000. 

Mr. Corron. I do not quite comprehend one statement that you 
just made, Mr. Dean. You said even if the supplementary request 
here were complied with you would still have to cut. 

Mr. Dean. If the 10-percent cut remains in the bill, that is, the 
dollar limitation and no increase in such limitation is provided in the 
supplemental bill we would still have to fire between 350 and 550 
people. 

Mr. Corron. The Jensen amendment does not apply to the Atomic 
Energy Commission. 

Mr. Dean. No, it does not apply. 

Mr. Anprews. The Jensen amendment is in the independent 
offices bill as of now? 

Mr. Corron. It was thrown out in the conference committee and 
the House recommitted it. The Ferguson amendment is now in. 
The Jensen amendment is out. 

Mr. Anprews. And that is what will cost you 350 to 550 jobs? 

Mr. Dean. That is right. 

Mr. Anprews. And if Congress increases the pay $400 apiece—— 

Mr. Watier. We will have to fire 500 more. 

Mr. Corron. Assuming that this supplementary request is granted, 
would the 1,432 additional personnel be in addition? 
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Mr. Dean. In addition to the number of people which would 
have been permitted us if the House report, which was the 5 percent 
cut went through and were adopted. 

Mr. Corron. Isee. So if the Ferguson amendment, which includes 
your agency, should remain in the bill, you would have a further cut? 

Mr. Dean. That is right, and that is the 350 to 550 that I was 
talking about, on the assumption of a 10-percent cut. 

Mr. Corron. So the 1,432 is an increase after you cut out 5 per- 
cent? 

Mr. Dean. That is correct. 

Mr. Gore. We thank you gentlemen very much. 

Mr. Dean. Thank you, Mr. Gore, for your patient consideration. 
I regret that it has been necessary for us to present so much of this 
off the record. 


Monpay, August 6, 1951. : 


DISPLACED PERSONS COMMISSION 


WITNESSES 


JOHN W. GIBSON, CHAIRMAN 
EDWARD M. O’CONNOR, COMMISSIONER 
JOE F. VAUGHAN, ADMINISTRATIVE OFFICER 


SALARIES AND EXPENSES 


Mr. Gores. The committee will come to order. 
The committee is pleased to have before it Mr. John W. Gibson, 


chairman of the Displaced Persons Commission, and members of 


his staff and representatives of associated organizations. 

Mr. Gibson, you are seeking approval by this subcommittee of a 
supplemental appropriation, as contained in House Document No. 215, 
in the amount of $2,431,000; is that right? 

Mr. Grsson. That is correct, sir. 


Mr. Gore. Will you explain to the committee the need for this. 


supplemental appropriation. 
Mr. Gisson. Thank you, Mr. Congressman. 


GENERAL STATEMENT 


I might say that I have just returned from Europe, and I saw the: 


details of the budget on the way down on the plane for only about an 
hour before arriving here in Washington, so with your permission, I 
would like to let Commissioner O’Conncr, who has been working on 
the budget, present the detailed justifications, and 1 would like to 
supplement his remarks with my general impression of our operations 
overseas as the result of my visit there. 

Mr. Gore. Suppose that we turn it around and you give your 
impressions first. 

Mr. Greson. I have been throughout Germany and Austria and 
Italy and Switzerland. I was over there for about 6 or 7 weeks and 
visited all of our installations and made a careful shakedown of the 


cases that we have left on our DP program, and a very careful analysis: 


of our ethnic German program. 
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I find the following to be the facts: In July we issued about 9,000 
visas on the two programs. We expect to issue about 10,000 in 
August; 11,000 in September; 11,000 in October; 11,000 in November; 
and 10,000 in December. That means a total for the last 6 months 
of this year of around 62,000 visas in comparison to a comparable 
period last year of around 43,146 visas during the same period. 

I find that we have a very heavy case load of displaced persons. 
We had unusual interest in July as a result of the July 31 cut-off 
date beyond which we could not accept any more applications. I 
am informed by the Washington office that some 8,000 assurances 
were filed in the last 3 weeks of the program. 

We had a decision from the Justice Department while I was in 
Europe that will make, I think at least 1,000 Venezia Giulians 
eligible who were previously considered ineligible by the Immigration 
Service. They are now made eligible, and I think at least 1,000 of 
those people who had assurances will qualify under the program. 


DISPLACED PERSONS RESITUATED IN EUROPE 


Mr. Gore. Did you find anyone in Europe who does not want to 
come here? 

Mr. Gipson. Oh, yes; everyone does not want to come here. We 
are running into some of those problems in our German ethnic pro- 
gram. There are a great many people who have been in Germany 
and Austria for two and a half to five years now, and have made some 
rather unsatisfactory settlements, but at least they are existing over 
there on the economy and some of them are not anxious to come 
forward when people file assurances for them here in the States, 
although that is a minority of the cases. 

Mr. Gore. You are then finding considerable numbers of displaced 
people who have been reasonably happily situated and rehabilitated 
in the European economy? 

Mr. Gipson. I cannot say that they have been happily situated 
and rehabilitated because they are living four and five families in a 
house. In one instance, at Hanover, a government official of the 
Interior Department built a new home, and the Minister of Refugees 
immediately requisitioned four rooms out of his new house to help 
house German ethnic expellees, and he was a rather high government 
official. It was the first home that he had had a chance to build since 
the war and he was not happy about it. The housing situation is 
that critical there. People are bound to be to some extent absorbed 
in an economy when about 90 to 95 percent of the people are free 
living as in Austria and Germany. A certain percentage is naturally 
absorbed into the economy, though not totally satisfactorily. 

Mr. Gore. Sufficiently so that they do not now desire to be 
uprooted and brought to the United States? 

Mr. Gisson. That is one of the factors. There are a couple of 
others. Many of these people hope some day to return to the land 
from which they were expelled, and some of them are a little reluctant 
to leave Europe and come to another continent and burn their bridges 
behind them, so to speak. 

We are losing about 42 percent of our ethnic German cases in docu- 
mentation alone, which is a higher percentage than we lost——— 

Mr. Gore. Losing? 
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Mr. Gisson. That many, that either do not desire to come, or are 
qualified, or for some reason or other are washed out of our processing 
in documentation. That is the first step. 

That is aggravated—I do not want to say “aggravated’’—but it 
certainly has increased the job that we have had to do to get the 
42,000 or 43,000 people left in that program. It means that we have 
to process that many more cases to do it. 

From a general point of view, we have been trying to cooperate 
with the Congress. We laid off some 28 people after I arrived in 
Europe, cutting our staff down in keeping with the general congres- 
sional economy moves. I ordered our Italian office in Naples closed 
on the 31st of August. I do not think we will get all of our case load 
completed by that time, but we are trying to substitute smaller staffs 
in a team processing approach rather than a full-scale office. We 
have also eliminated Schweinfurt, Augsburg, and Badenbaden. They 
have already been closed. 


MIGRATIONS FROM EASTERN TO WESTERN GERMANY 


Mr. Gore. The last time I was in Germany vast numbers of people 
were migrating from Eastern Germany into the United States and 
British zones. Do you find that still under way? 

Mr. Grsson. That is still true; they estimate between 12,000 and 
13,000 a month migrate from the eastern zone to the western zone of 
yermany. That is what keeps this picture aggravated. 

Mr. Gore. The net migration? 

Mr. Gipson. Yes; that is the number that they estimate. Nobody 
knows exactly. It is an estimate. 

Mr. Corton. I was there about a month ago. 

Mr. Gore. Tell us about it. 

Mr. Corron. An American military officer told me that that influx 
from Eastern Germany was being rather rapidly stopped by the 
Russians. It was becoming increasingly difficult for them to get in, 
He thought it was reducing rapidly. Is that not your impression? 

Mr. Grsson. I think it has reduced a great deal. It was about 
23,000 a month a short time ago. Surely, it has been reduced some 
what, but it is still that large a program, 

Mr. Corron. Still substantial? 

Mr. Grnson. Yes. They estimate that from 2,000 to 3,000 are 
coming into the western zone of Austria a month. 


INCREASE IN CASE LOAD 


The thing that I would like to present to you here as forcefully as 
I can is that our Commission has a case load that is going to run 
about 50 percent higher during the next 6 months than in any 6- 
month period for a long time in our operation, and we have cut our 
overseas operation down to the bone already and have closed out these 
various facilities. 

Mr. Gort. Why would that be true? 

Mr. Gipson. Why would what be true? 

Mr. Gorn. That your case load is going to be heavier for the next 
6 months. 

Mr. Ginson. Because we are going to be processing as many dis- 
placed persons under the old program as our average has been for the 
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last year and a half per month, and we are going to be adding to that 
in the neighborhood of 4,000 to 5,000 German expellees per month, 
which is the thing that is really responsible for the 50-percent increase 
in the production that we have to get out of our overseas facilities 
and staffs. 

We will have three less facilities for processing, to get that produc- 
tion out, because we have already closed four and we have one new 
one, that just deals with ethnic Germans, that we opened up a couple 
of months ago. 

Mr. Gore. Thank you. 


BREAKDOWN OF BUDGET ESTIMATE 


Mr. Commissioner, will you now explain that $1,000 request, and 
why you do not have any odd hundreds instead of an odd thousand? 

Mr. O’Connor. I asked about that of the budget officer, and he 
rounded out to the whole number closest to it. As you know, we are 
appearing before you for a supplemental budget of $2,431,000. There 
are two major reasons why we appear. The first is that the Congress 
extended our program for [RO displaced persons and the three special 
programs directly under the Department of State for an additional 
6 months’ period beyond June 30, 1951. 

The second reason is that in the calculation of the Commission for 
the past fiscal year it was estimated that we would move to the 
United States in that period 10,000 persons of German ethnic origin. 
We fell 8,000 short of that goal, which means that we are requesting 
transportation money for those people during this fiscal year, 8,000 
at the rate of $125 average per head, or $1,000,000. 

Now, as to the $1,431,000 for other than ocean transportation for 
section 12 cases, that fund is broken down as follows: 

To the Displaced Persons Commission, $618,000. 

To the Department of the Army to cover CIC investigators, $120,000. 

Public Health Service, $164,000. 

Department of State, $392,000. 

Immigration and Naturalization Service of the Department of 
Justice, $137,000. 

Total, $1,431,000. 


ANALYSIS OF WORKLOAD 


The workload of the Commission and other agencies of the Govern- 
ment concerned for the 6 months ahead, [RO DP’s, and orphans, and 
section 12 cases, commonly known as German ethnic cases, and 
section 2F orphans and the three programs of the Department of 
State is as follows: 

There were issued as of June 30, 1951, 266,679 visas. 

We expect an additional 47,000 visas to be issued to TRO DP’s 
between July 1 and December 31, 1951, for a grand total of 313,679 
visas. . 

Now, it should be noted at the close of the fiscal year 1951 there 
were 72,000 applicants carried in the pipeline of the Displaced Persons 
Commission who were carried over into the fiscal year 1952. 

Our European headquarters figures to complete the processing of 
these 72,000 applicants, one-half of the normal man-hours will be 
required on each case, and therefore we calculate 36,000 applicants 
to be completed. 
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Now, 10,000 new applicants entered our pipeline between July 1 
and July 31 of this year, leaving a total of 46,000 total applicants in 
terms of man-hours to be deployed. 


Mr. Gore. At this point insert in the record pages 1 through 5 of 
the justifications. 
(The matter referred to follows:) 


SUPPLEMENTAL EstimaTe, FiscaL YEAR 1952 
PROGRAM PERFORMANCE AND BASIC ASSUMPTIONS 


The Displaced Persons Act of 1948, as amended by Public Law 555, authorized 
341,000 displaced persons, 5,000 war orphans, and 54,744 persons of German 
ethnic origin to be admitted as permanent residents. In addition, it authorized 
15,000 displaced persons who as of April 30, 1949, were temporarily in the United 
States, to apply for permission to remain here as permanent residents. 

The Displaced Persons Act was further amended by Public Law 60, approved 
June 28, to extend the date line for initiating the processing of assurances for [RO 
displaced persons from June 30 to July 31, 1951, and the date line for issuance of 
visas for such cases from June 30 to December 31, 1951. The amended act 
also extended the date for processing orphans under section 2 (e) through June 
30, 1952. 

It is estimated that supplemental funds in the amount of $2,431,000 will be 
required for continuation of the program under the amended act. 

This request for supplemental funds is predicated on the following basic assump- 
tions: 

1. All visas will be issued to eligible TRO displaced persons and related groups 
prior to January 1, 1952, as required by the amended act. 

2. Approximately 12,000 to 16,000 such displaced persons will have been issued 
visas but will not have commenced travel to the United States prior to January 
1, 1952. 

3. Visas will be issued to 43,000 persons of German ethnic origin in fiscal year 
1952, which involves the processing of approximately 195,000 persons to obtain 
that number of visas based on a loss factor of 6 to 1. 

4. Transportation of 43,000 persons of German ethnic origin will be provided 
and financed by the Displaced Persons Commission during fiseal year 1952, at a 
cost of $5,375,000, based on the rate of $125 per person. Transportation facilities 
of the IRO and Military Transport Service will be used for this transportation. 

5. All assurances for orphans will have been received by June 30, 1952, as re- 
quired by the Displaced Persons Act, as amended. 

6. Loan applications in excess of $1,100,000, will be received and processed by 
the Commission during fiscal year 1952. 

7. The area office in Schweinfurt has been closed and the offices in Augsburg, 
Rastaat, Naples, and Ludwigsburg will be closed and surplus personnel and their 
dependents returned to the United States for separation by the end of the second 
quarter of fiscal year 1952. 

8. European operations in the remaining areas of Frankfurt, Hamburg, Salz- 
burg, Bremen, Munich, and Hanau will be continued on a reduced scale and be 
completed by the end of fiscal year 1952. Eligible DP’s remaining in areas which 
have been closed will be processed by teams traveling to the areas as necessary. 

9. Operations in the United States will be continued throughout the fiscal year, 
but on a sharply reduced basis beginning in the third quarter of the fiscal year. 

10. German economy will continue to bear the cost of indigenous personnel or 
other services that can be provided in Germany. Neither the budget estimate 
nor this supplemental request provide for costs of these services. 

The major portion of the supplemental! request for funds is for personal serv- 
ices and transportation under the amended act, therefore the supplemental funds 
requested must be made available during fiscal year 1952. « 

1. Selection and resettlement of displaced persons, orphans, and persons of German 
ethnic origin. —The Displaced Persons Commission will require supplemental 
funds in the amount of $2,435,900. Of this amount, $407,900, or less than 17 
percent is for personal services to continue the section 2 and 2 (f) functions of the 
act for 6 months. 

A revision of the estimates submitted prior to enactment of Public Law 60 in- 
dicate that applicants for admission in 1952 are estimated at 309,000, as compared 
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with 248,000 in 1951. Admissions in 1952 will be approximately 109,000 as com- 
pared to 104,000 in 1951. ‘Transportation to the United States of persons of 
German et hnie origin is estimated at $5,375,000 (43,000 at $125), as compared 
to $4,375,000 requested in the budget submission. An increase of $1,000,000 for 
transporting section 12 cases will be required. 

2. Security investigation.—During the fiscal year 1952, approximately 25,000 
section 2 [RO displaced person applicants will be investigated by CIC. Of this 
number, 20,000 will be in the United States zone of Germany and 5,000 in Austria. 
It is estimated that the cost of 6 months continued operation of section 2 of the 
act will be $120,000. 

3. Health examinations.—The Public Health Service will require $164,000 for 
continuation of the IRO displaced person program for an additional 6 months. 
The total amount of $344,000 compares with $250,000 expended for this purpose 
in 1951, and an estimated workload of 133,000 in 1951, as compared to 119,000 
in 1952. Although the estimated cost is higher in 1952, the estimated costs in 
1951 do not reflect costs of panel physicians for examination of orphans required in 
1952, nor the services that were performed in 1951 without charge on sections 
3 (b) (3) or 3 (c) applicants (out-of-zone). However, there is no indication that 
these services will be furnished gratis in 1952 and therefore must be included in the 
over-all costs. 

4. Consular services—This supplemental budget request is to provide funds to 
carry out the Department of State’s responsibility under Public Law 60, Eighty- 
second Congress, which extends for 6 months the authority to issue visas under 
certain provisions of the Displaced Persons Act of 1948, as amended. It is 
estimated that approximately 59,000 visas will be issued during the first half of 
fiscal year 1952 under this extension. These are in addition to the 34,000 esti- 
mated to be issued during the entire fiscal year 1952 in the original budget presenta- 
tion. Those sections of the act that are extended for 6 months provide for the 
issuance of visas until December 31, 1951, to the [RO displaced persons under 
section 2 (c), the national interest cases under section 2 (d), the Venezia Giulians 
under section 2 (g), the Shanghai refugees under section 3 (b) (2), the Anders’ 
Poles under section 3 (b) (3), and the so-called Greek refugees and preferentials 
under section 3 (b) (4). This affects existing programs for the issuance of visas 
under the provisions of the Displaced Persons Act in Germany, Austria, Italy, 
United Kingdom, Greece, and the Philippine Islands. The staffing requirements 
of the Department of State in these areas for each program follows. Allowances 
and other objects of expenditure have been computed on the basis of factors 
derived from Foreign Service experience. 

5. Immigration inspection.—The cost of 6 months’ extension of the IRO displaced 
person program for immigration inspection is estimated at $137,000. This amount 
is approximately 25 percent increase over the amount estimated for fiscal year 1952. 
Over 70 percent of the supplemental request is required for personal services under 
the amended act. It is estimated that 115,000 applicants will be processed for 
immigration inspection in 1952 at a total cost of $637,000 as compared with 106,000 
cases in 1951 at a total cost of $570,000, an approximate 12-percent increase in 
funds as compared to a 8.5-percent increase in workload. No additional funds are 

requested for alien registration. 


SUMMARIZATION OF SUPPLEMENTAL ESTIMATE 


Mr. Gore. You may summarize the principal items of the supple- 
mental request. 

Mr. O’Connor. The total applicants to be considered during this 
period, which represents oe is 46,000 IRO DPs, 242,000 persons 
of German ethnic origin, 5,200 orphans under section 2-F for a grand 
total of 293,200. 

Mr. Gore. For this fiscal year? 

Mr. O’Connor. Yes. The results expected are 47,000 IRO visas; 
42,890 section 12 visas; 19,000 visas from all other sources, inc Juding 
the State Department’s three programs and the 2—F orphans, for a 
grand total, up to June 30, 1952, of 108,890, for the fiscal year. 
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PERSONNEL REQUIRED 


The personnel to be required for this task is as follows: Displaced 
Persons Commission is requesting an addition of $407,000 to cover 
an addition of 155 positions; that is both departmental and overseas. 

Mr. Gore. How many departmental and how many overseas? 

Mr. O’Connor. Thirty-five departmental and 120 field staff. 
When I say additions, I should add this quickly; that these are not 
in reality additions, but are people who have been working for the 
Commission and who will be retained on the staff to complete the 
6-months’ additional task that Congress has given us. 

That will give us an annual average of 375 positions at a total fiscal 
cost of $1,457,900. 


ARMY 


The Department of the Army is requesting an additional $70,000 to 
cover 45 added positions. Those are CIC investigators. They will 
have an annual average of 121 positions, costing $178,100 per annum. 


PUBLIC HEALTH SERVICE 


Public Health is requesting an additional $89,559 to cover 17 added 
positions, leaving them an anpual average of 29 positions at an annual 
cost of $174,559. 

STATE DEPARTMENT 


The State Department is requesting a supplemental of $312,317 to 
cover 112 added positions which will give them an annual average of 
187 positions, costing $526,917. 


IMMIGRATION AND NATURALIZATION SERVICE 


The Immigration and Naturalization Service requests $97,000, to 
cover 26 added positions which will leave them an annual average of 
145 positions, costing $533,100. 

The Commission anticipates the following drop-off of personnel, 
beginning with the first quarter. At the end of the first quarter we 
will have 116 departmental, and 220 field, for a total of 336. At the 
end of the second quarter 

Mr. Gore. Give us the figure for the end of the fiscal year. 

Mr. O’Connor. At the end of the fourth quarter 50 departmental 
and 130 field or a total of 180. 

Mr. Gore. That is cumulative? 

Mr. O’Connor. That is correct. And our average positions, of 
course, will be 95 for the year, that is departmental; and 280 field, or 
a total of 375. 


REMOVAL OF GERMAN ETHNIC EXPELLEES 


Mr. Gibson has indicated the closing down of offices that has taken 
place since he arrived in Europe on his recent trip. But we have 
found it necessary to open an office in Athens, Greece, for the process- 
ing of 2-F orphans—that is, those under 10 years of age, and 2—E 
orphans, under 16 vears of age; and also an office in Hanau, Germany, 
which will be used exclusively for the processing of German ethnic 
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expellees, which was not covered in our reguiar budget. The Ludwigs- 
burg office was to close September 30 in our prior submission, but we 
find it necessary to keep that office open until December 31. These 
offices will be financed from funds earmarked for other offices and 
services. 

In the opening part of the statement I indicated that we were re- 
questing an additional $1 million to cover 8,000 expellees at $125 a 
head; that is, their transportation to the United States. It is quite 
likely that this average cost will be higher than $125. 

Mr. Gore. Where are these expellees now? 

Mr. O’Connor. In Germany and Austria, sir. They were part of 
the some 12,000,000 people who were expelled by the Soviet Union 
from the Baltic States, Poland, the Ukraine, and so forth. 

Mr. Gore. You expect that 8,000 will be properly vouched for? 

Mr. O'Connor. Yes, sir; but there were 8,000 we expected to move 
during the last fiscal year. 

Mr. Gore. Who are already approved? 

Mr. O’Connor. No; their processing had not been completed, but 
we had calculated in fiscal 1951 that we would move 10,000 of these 
people, that we would be able to complete the investigation and the 
processing, and that they would be visaed and put aboard a boat and 
would arrive in the United States. We fell 8,000 short in that calcu- 
lation and therefore that carries over into the next fiscal year. 

Mr. Gore. You estimated how many? 

Mr. O’Connor. 10,000. 

Mr. Gore. And you fell 8,000 short? 

Mr. O’Connor. Yes. We moved only 2,000; only 2,000 arrived in 
the United States. 

Mr. Gore. | would say that that was missing the mark by a wide 
margin. 

Mr. O’Connor. Yes, sir. 

Mr. Anprews. Why did you miss it, Mr. Commissioner? 

Mr. O’Connor. We have a detailed statement on the reasons, sir. 

Mr. Gore. We are not interested in having a detailed statement 
at this time; I do not believe Mr. Andrews is calling for a detailed 
statement. Are you, Mr. Andrews? 

Mr. Anprews. No. Just give us a thumbnail sketch of the reasons 
why. 

Mr. O’Connor. The Commission had hoped to start the processing 
of these people in already-existing facilities. We made arrangements 
to that end during July of 1950. We were about to enter into a 
contractual understanding with the International Refugee Organiza- 
tion when we were told by Mr. McCloy, the United States High 
Commissioner, that we had to reopen consultations with the Bonn 
Government on the matter. We did so. We found that the Bonn 
Government wanted to set up its own installations to do this job 
separate and apart from the IRO. We were in the position where we 
could not say no to them. We worked out what we thought was a 
bappy compromise, in which they would supply installations to us for 
the actual processing. We would use the embarkation camp of the 
TRO and the movement facility—mainly the boats—to get them to the 
United States, which we found to be the cheapest transportation 
available to us in any case. 





68 


The Bonn government overestimated its ability to produce facilities 
and we did not get those facilities. We got a facility in Austria during 
the month of September. So far as Germany is concerned, the first 
facility that was made available to us was in December. Other 
facilities became available only through the springtime and we did 
not get the Hanau operation made available to us until the month 
of May. 

Mr. Anprews. Thank you. 

Mr. O’Connor. That was the main reason; sir, why we missed the 
boat on that. 

Mr. Grsson. I think you might point out to the committee that 
the money that was appropriated to do this job was all turned back 
because of our inability to move those na I think it was $1,- 
750,000. 

Mr. O’Connor. Yes. 

Mr. Gore. Mr. Chairman, how much less than this $2,431,000 do 
vou think would serve this purpose? 

Mr. Greson. I have tried to indicate to you that we have to get 
50 percent more production than we have ever been able to get with 
that amount of money before and I do not think we can get the job 
done and get these people moved in the 6-months’ period if I have to 
start slashing staff. I think it is impossible. 

Mr. Gore. Would it be a proper deduction from your earlier 
statements that if we do not hurry this program too much, more of 
these people may be so reasonably happily situated that they will 
not be clamoring to come to the United States? 

Mr. Greson. No, I do not think that is true at all. We are taking 
a total of 54,000 out of 12 million people. and when you consider the 
small size of what we are attempting to do here 

Mr. Gore. You did say, though, that you were finding people 
vouched for in this country who had decided that they did not want to 
be helped, nevertheless? 

Mr. Girson. That is right; there are a few. 

Mr. Gore. If we make haste less rapidly, we might have less 
demand? 

Mr. Gipson. Well, I do not think so. I think the only way that 
the factor that you mention would affect us is that it makes us process 
a few more cases to get them. There will be plenty of demand and 
there will continue to be, but it requires processing more cases which 
adds to our cost factor, budgetwise; that is all. 

Mr. Gore. Do you think we must have these people? 

Mr. Grsson. I think it is desirable that we have them. I think 
it is one of the things that is having the greatest influence on our 
international relations, because when we lend a helping hand to a 
family that has been expelled from their homeland, and one thing or 
another, it has a terrifle influence among the little people who live 
around them and who know about the United States cooperation 
with other countries in this whole program. 





TOTAL ADDITIONAL PERSONNEL 


Mr. Corron. What is the total of the additional personnel? 

Mr. O’Connor. 321 positions. 

Mr. Corron. That includes Displaced Persons Commission, the 
Army and Pubhe Health, and other services? 
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Mr. O’Connor. It includes the Displaced Persons Commission, 
Army, CIC, Public Health, State Department, Immigration and 
Naturalization Service, home staff and field offices in the United 
States, for processing section 4 cases, and field staff abroad. 

Mr. Corton. If'l heard your figures correctly, the 17 positions for 
the Public Health Service would cost more than the 45 positions for 
the Army. Why is that, because they are doctors? 

Mr. O’Connor. Yes, sir. 

Mr. Corron. That is for Mr. Ewing’s cohorts? 

Mr. Gieson. They are medical examiners who examine these 
people and see whether they have tuberculosis, things like that. 

Mr. O’Connor. They are X-ray technicians who are really highly 
specialized people and you have to pay in order to get them. 

Mr. Corron. When you were here before, there was some request 
made to which, according to my recollection, we in the committee did 
not accede, about bringing your representatives home for sabbatical 
leave, is that correct? 

Mr. Gipson. Home leave. 

Mr. Corron. Home leave? 

Mr. Gipson. Yes. 

Mr. Corton. That has not been done? 

Mr. Gisson. No; it has not been done. 

Mr. Corron. They have only been brought home when they came 
home for good? 

Mr. Ginson. When they were terminated, yes. 

Mr. Corron. There is nothing in here to resume that, is there? 

Mr. Grrson. No. I wish there were. Our people are being very 
unfairly treated, in my judgment. But we have made two requests 
and they have not been considered favorably, so we did not make 
another request. 

Mr. Corron. If this supplemental request is allowed, with the 
exception of that specifically precluded, you would get back all of the 
original cuts that were made in the main budget, is that right? 

Mr. O’Connor. No, sir; on the contrary, we will be a minimum of 
one million one hundred thousand-odd dollars short. 

Mr. Corton. You do not mean that your total, if you receive this, 
would be less than the total of your former request? 

Mr. O’Connor. Our original request to you did not anticipate that 
the program for [RO displaced persons and three special programs 
of the Department of State would be extended for 6 months by 
Congress. 

Mr. Corton. In other words, this is for a new activity? 

Mr. O’Connor. Yes, sir. 

Mr. Grierson. It is a continuation of the old activity. 

Mr. O’Connor. It is new in the sense we did not know Congress 
was going to extend this authorization for the admission of displaced 
persons for another 6 months. 

Mr. Corron. Our cut was $1,260,000? 

Mr. O’Connor. Of which $100,000, I believe, was on loans, but 
you would not consider that to be part of the operating cost, dollar- 
wise; we would not. ° 

Mr. Corron. I would like to ask whether, in this supplemental 
request, you have circumvented any part of the reductions that this 
committee applied heretofore? 
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Mr. O’Connor. We were particularly careful about that and we 
did not do it. 

Mr. Corron. That is all. 

Mr. ANprEews. You have been extended for 6 months? 

Mr. O’Connor. Yes, sir. 

Mr. Anprews. The extension passed Congress on the 28th of June? 

Mr. O’Connor. That is right. 

Mr. Anprews. Ordinarily your agency would have folded up on the 
Ist of July; is that right? 

Mr. O'Connor. Yes, sir; during July. It would have taken us a 
month to get our people back. But we had section 12, persons of 
German ethnic origin, continued on in any case until June 30, 1952, 
and also section 2—F orphans. 

Mr. Anprews. Do you anticipate asking the legislative committee 
in the Congress to extend the life of your Commission beyond the Ist 
of December? 

Mr. O’Connor. No, sir. 

Mr. Anprews. Is that the deadline? 

Mr. O’Connor. No, sir; the official termination date of the Com- 
mission under the statute is August 31, 1952. 

Mr. Anprews. They extended it a year? 

Mr. Gisson. The IRO program expires December 31. The 
German expellee program goes until June 30, 1952, and the Commis- 
sion would be liquidated in August. 

Mr. O’Connor. In other words, it would take 2 months for the 
Commission to liquidate. 

Mr. Anprews. If Congress passes the law within the next 30 days 
increasing the salary of Federal employees $400 across the board, 
what effect, if any, will that have on your agency? 

Mr. O’Connor. We will not have the money to pay it; that is for 
sure—unless additional money is put on the line. 

Mr. Gore. Thank you, gentlemen. 


Turspay, August 7, 1951. 
TARIFF COMMISSION 


WITNESSES 


OSCAR B. RYDER, CHAIRMAN 
DONN N. BENT, SECRETARY 
PAUL KAPLOWITZ, GENERAL COUNSEL 


TRAVEL EXPENSES 


Mr. Gore. It is a pleasure for the committee to have Mr. Oscar 
Ryder, Chairman of the Tariff Commission, Mr. Bent, secretary, 
Mr. Ballif, Chief of Technical Service, and Mr. Kaplowitz, general 
counsel, present with us this morning. 

Mr. Ryder, the committee would be pleased to have you submit 
your justification for the supplemental request, contained in House 
Document No. 220, now being considered by it. 
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GENERAL STATEMENT 


Mr. Ryprer. The Bureau of the Budget has recommended a sup- 
plemental appropriation for the fiscal year 1952 in the amount of 
$19,000 for the Tariff Commission in the following language: 

For an additional amount, fiscal year 1952 for ‘‘Salaries and expenses,’’ $19,000 
and the limitation imposed by section 103 of the Independent Offices Appropria- 
tion Act, 1952, on the amount available for travel expenses under this head is 
increased from ‘‘$7,500” to “$26,500”’. 

The recommended supplemental estimate relates solely to funds for 
official travel made necessary in connection with escape-clause applica- 
tions under the provisions of section 7 of the Trade Agreements 
Extension Act of 1951. 

There is attached to the justifications before you a table (exhibit A) 
showing the Commission’s travel obligations for the fiscal years 1948 
through 1951. The table also indicates in detail travel obligations for 
the month of July 1951. Very briefly, the circumstances which have 
necessitated the submission of this supplemental estimate are as 
follows: 

Section 103 of H. R. 3880, the independent offices appropriation 
bill, provides that if no limitation on travel obligations is fixed by 
congressional action, the limit applicable to any given agency shall be 
the amount requested for travel in the President’s budget estimate. In 
the case of the Tariff Commission’s 1952 estimate, the amount 
requested for travel is $7,500. This amount, while substantially below 
the amount obligated in 1951, is approximately equal to the amounts 
expended for this purpose in 1949 and 1950. 


NECESSITY FOR INCREASE IN TRAVEL LIMITATION 


Mr. Gore. Why, then, do you need $19,000? 

Mr. Ryprer. At the time the estimates were approved, however, 
Congress had not enacted the Trade Agreements Extension Act and 
its possible provisions were still uncertain. One of the provisions 
finally included in the act (see exhibit B, sec. 7) gives specific legisla- 
tive sanction to the escape-clause procedure, formerly established 
only by Executive order, establishes criteria for the guidance of the 
Commission in determining whether imports are seriously injuring 
domestic industry, and requires that an investigation and report be 
made on any application which may be filed. 

A number of recent factors, including the approval of the Trade 
Agreements Extension Act on June 16, 1951, and the preceding hear- 
ings of the Senate Finance Committee, the conclusion of the inter- 
national tariff negotiations at Torquay, England, and the increased. 
entry of competitive foreign products into the American market, 
have greatly intensified the interest of domestic industries in the 
escape-clause procedure. This interest is evidenced both by the 
number and scope of applications recently filed and by active indica- 
tions of applications to be received in the future. 

During the month of July 1951, travel necessitated by escape-clause 
investigations on watches, hatters’ fur, and motorcycles has required 
the obligation of approximately $2,200. Obligations for completion 
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of the trips now in progress will involve added expenditures of $500 
for the month of August. It is evident under these conditions that 
the present allotment of $7,500 for travel for the entire fiscal year 
1952 will prove entirely inadequate. 

Additional escape-clause applications have recently been received 
on blue-mold cheese and wood screws. Formal conferences have been 
held by representatives of other branches of the cheese industry, the 
fisheries industry, and the clothespin industry, preliminary to the 
filing of applications by these groups. Informal contacts with industry 
representatives suggest that many additional products such as optical 
instruments, glassware, plywood, sewing machines, watch bracelets, 
bicycles, plant bulbs, and tomatoes may soon be the subject of escape- 
clause applications. 

In other words, we are required to make an investigation under the 
new law if we are requested. We have no alternative. 

Mr. Purturps. Do I understand by that statement that the Execu- 
tive order under the escape-clause provision has been superseded by 
your making a finding and then it being an automatic stop? 

Mr. Ryper. No. The escape-clause power in the General Agree- 
ment on Tariffs and Trade was made subject to Executive Order No. 
10082, and that has been superseded by section 7 of the Trade 
Agreements Extension Act of 1951. 

Mr. Puiturps. I am trying to find out how that works. 

Mr. Ryper. That differs in several respects from the present law. 
For one thing, we have no alternative, if there is an application from 
an interested party we have to make an investigation. 

Mr. Putturps. After you have made the investigation, then what? 

Mr. Rypver. Before the new law was passed, we had discretion as to 
whether to make an investigation or not. That is one difference. 
Then there are various other differences. It is problematical what 
difference they will make in actual operation. 

Mr. Puituips. I am still asking who actually makes the order, 
Does the President still make the order? 

Mr. Ryper. Yes; the President still does it on recommendation of 
the Tariff Commission. He has to act in 60 days, as I recall it, and, 
if he does not follow the Commission’s recommendation, he has to 
give his reasons for not doing so to the Ways and Means Committee 
and the Senate Finance Committee. That is my recollection. That 
is the new law. 

Mr. Gore. How did you arrive at the $19,000 figure? 

Mr. Ryper. We arrived at it by taking the expenditures for July 
and extending them over a year at that rate. Twelve times $2,200 
gives you $26,400, and we ask for $19,000, which, together with the 
$7,500 already allowed, gives us $26,400, and that seems to be the 
minimum if we are going to act expeditiously on those applications. 

The only way in the Commission’s experience you can get infor- 
mation now in an investigation of that sort and get it quic kly i is by 
field work. We have had years of experience of a similar kind, and 
we know that is the fact of the situation. Field investigation in 
escape-clause and related cases is essential to the gathering of accurate 
information as a basis for decisions by the Commission. Through 
its many years of experience the Commission has found that the 
securing of information by mail or at public hearings frequently fails 
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to produce the detailed information needed and affords little oppor- 
tunity for verification of the necessary information on costs, produc- 
tion, industrial practices, and related factors submitted by interested 
parties. 

The Commission cannot, of course, determine with absolute accu- 
racy the extent of travel necessary during the present year. It is, 
however, forced by the circumstances outlined above to conclude that 
travel will amost certainly be necessary at least at the July rate of 
$2,200 per month, or a total of $26,400 for the fiscal year. We are, 
therefore, requesting a supplemental appropriation of $19,000 in addi- 
tion to the $7,500 allotment presently carried in the independent 
offices appropriation bill. 

Even including the additional amount requested, the sum of all 
miscellaneous expenses would be only 5.5 percent of the Commission’s 
total estimate for 1952. In other words, personnel is still just a little 
less than 95 percent of the total. 


INVESTIGATION REQUESTS 


Mr. Puttuirs. I want to get this clear. Under the new law, any 
aggrieved industry can request an investigation? 

Mr. Ryper. That is right. 

Mr. Puiturrs. And you are by law compelled to make it? 

Mr. Ryprr. That is right. 

Mr. Puiturps. That does not necessarily mean you have to leave 
the office to make it? 

Mr. Ryper. No. 

Mr. Puiuuips. In a great many of the cases, you can, by statements 
or briefs, determine whether a further investigation is necessary and 
whether travel is necessary? 

Mr. Ryper. In most cases, I would say, under the new law, travel 
would be necessary. I would not say it would be necessary in all 
cases. Under this law the Commission is required to make an investi- 
gation, but it is not required to hold public hearings unless there is 
evidence of a serious injury. 

Mr. Putuuips. However, the public hearing can be held anywhere? 

Mr. Ryper. That is right. If we find evidence of a serious injury, 
then we have to hold a “public hearing before we make a decision. 
That is the law. 

Mr. Puiuures. But that can be held in Washington, Detroit, or 
wherever you want? 

Mr. Ryper. It could be; but, in fact, there are only one or two 
cases where we have held hearings outside of Washington. 

Mr. Puriuirs. How many industries are there in the United States 
which are affected by imports? 

Mr. Ryper. Many hundreds, or thousands, of them, no doubt. 

Mr. Puiuires. I am just looking a little ahead in the work of this 
Commission. 

Mr. Ryper. I would not know. We have a very serious situation. 
Additional work has been given us under the Trade Agreements 
Extension Act, and there is an increasing number of applications 
under section 7 of that law and under section 22 of the Agricultural 
Adjustment Act on tree nuts and various other things. With the 
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reductions the pending independent offices appropriation bill will 
force us to make in our personnel, | do not know how we are going 
to operate, to be perfectly frank with you. 

Without this relatively small added amount, the Commission will 
find itself within a short time unable to carry out its statutory duties 
affecting important segments of industry throughout the country. 

The Commission, of course, will hold its travel expenditures to the 
absolute minimum consistent with effective discharge of its responsi- 
‘bilities. It will undertake, if the estimate requested is approved, to 
obligate against it only those amounts absolutely necessary in 
connection with specific investigations. 

In view of the foregoing considerations, it is urgently recommended 
that the supplemental estimate of $19,000 for travel for the fiscal 
year 1952 be approved. 

Mr. Gorn. A very great task has been put on you which may 
become so multitudinous and voluminous that it would be imprac- 
ticable. 

Mr. Puriures. In your list of industries, I do not notice the glass 
industry or the pottery industry. 

Mr. Ryprer. We have glassware down there. 

Mr. Purituips. But you have not any pottery. 

Mr. Ryper. No. I guess we left pottery out. 

Mr. Benr. That has come in, but it happens to be under a different 
provision. That is section 336 of the Tariff Act which relates to 
differences in cost of production. In this case it happens to be Japan, 
and there is no trade agreement with Japan; so it is impossible to 
bring it under section 336. 

Mr. Kaptowirz. We have two policies of Congress now that we 
operate under. One is the flexible tariff formula, section 336 of the 
Tariff Act, which is the so-called cost-of-production equalization pro- 
vision. That applies to all non-trade-agreement items, all products 
not included in trade agreements. The escape-clause procedure is 
applicable to all products which are included in trade agreements. 

We have everything in the Tariff Act as prospective customers one 
way or another. 

Mr. Gore. If there are no further questions, thank you, Mr. 
Ryder. 

Mr. Ryprer. Here is a memorandum I wrote about the appropria- 
tion bill that passed the Senate, which I will leave with you. It was 
put in the Congressional Record by Senator Maybank. 

(The matter referred to was filed with the committee.) 

Mr. Puruuips. How are you getting on with free fruits and nuts? 

Mr. Ryprer. We have a hearing scheduled for September 6. By 
that time we will know something about what our program is for next 
year. 


Mr. Gore. Thank you, Mr. Ryder. 
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